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“Atmosphere 


means much 


to your 
Bank Building 


Browning-Warren Bank 
and Office Buildings, 
Washington, D.C. Robert 
F. Beresford, Architect. 
Charles H. Tompkins, 
Builder. Built of Indiana 
Limestone from quarries 
of Indiana Limestone 
Company. 


ERE is an example of how modern banking 

recognizes the desirability of creating a per- 
manently fine impression. To secure the atmos- 
phere of dignified stability ... the impression of 
financial strength .. . so essential in a bank build- 
ing, is first of all a matter of materials. Indiana 
Limestone facing not only makes the new banking 
quarters more attractive to Customers, but tenants 
will be more easily secured for the rest of the 
building because of its fine appearance. 

Surveys in metropolitan areas definitely estab- 
lish the fact that the percentage of occupied space 
in Indiana Limestone buildings is higher than the 
average. This “drawing power” of Indiana Lime- 
stone is one reason why it is selected for buildings 
whére land values are at a premium. 


You will find Indiana Limestone a profitable 
investment not only because it meets with public 
approval, but also because of the permanency of 
stone facing. No costly cleaning is necessary. 
Indiana Limestone buildings remain beautiful 
year after year. Age simply makes more mellow 
and attractive the color-tones of this remarkable 
building material. 

Whatever the amount you propose to spend 
for your new building, learn its cost if built of 
“the nation’s building stone.” You will find that 
there is very little difference between it and the 
cost of less desirable materials. Write for free 
illustrated booklet showing modern bank build- 
ings of Indiana Limestone. Address Dept. 1976, 
Service Bureau, Bedford, Indiana. 


INDIANA LIMESTONE COMPANY 


General Offices: Bedford, Indiana 


Executive Offices: Tribune Tower, Chicago 


When writing to advertisers please mention the American Bankers Association Journal 


September, 1980 
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Investment News 


o—— [THE JOURNAL COVER ILLUSTRATION: FROM A PAINTING BY WALTER DE MARIS]_—-« 


HERE is no resemblance be- 
tween the inn scene presented 
on the cover of this month’s 
issue, and the stock broker’s office 
which is now a part of the “standard 
equipment” of great hotels in the 
cities. Yet the invest- 
ment offering, posted 
at the door of the old 
fashioned inn of. 
Colonial times is the 
honorable ancestor of 
the brokerage office 
off the lobby for the 
convenience of the 
permanent guests, the 
traveling public and 
the business men of 


the neighborhood. 


In olden times it 
was not uncommon to 
give notice on a hand- 
bill posted at taverns 
that a new bank was 
in process of formation, and who- 
ever was so disposed might subscribe 
for shares. The tavern was a good 
news centre, a place from which to 
dispense intelligence, and that the 
bank offering may have had as 
neighbors handbills of cattle auc- 
tions and such like events mattered 
not then any more than it matters 
now in the newspapers. 

When we consider that such a 
scene as that shown herewith be- 
longed to the days when a team of 
oxen was a common-place sight in 


almost every community; when 
travelers made most of their jour- 
neys on horseback, and however 
they did it, had to ford creeks and 
rivers—the making of this use of the 
inin has changed but little. 


HE most pro- 

nounced differ- 

ence is in what some- 

one has called the 

“tempo” of business. 

The cover scene is 

suggestive of a slow 

and placid current of 

a life that was dis- 

posed to look on 

things with com- 

placence. But there 

were worthwhile 

compensations! In 

those times there were 

more families that 

were complete eco- 

nomic units, producing on their own 

lands their food supplies, and the 

materials from which to fashion 

their clothing; consequently, even 

though business might be never so 

bad, a large proportion of the 

people still were able to get along 

grandly—with never a thought 

about the modern ghost of the city 

man out of a job—‘the next install- 

ment!” 

No wonder that the fat inn keeper 

smiles indulgently over an invest- 
ment offering! 
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A MESSAGE TO BANKERS FROM THE 
UNITED STATES GYPSUM COMPANY 


Real Estate Department, Northern Trust Company, Chicago. Frost & Henderson, Architects. 


Quict banking quarters attract customers 


and Speed Up Transactions 


EADING bankers have discovered that 
the quiet and dignified atmosphere 
which is produced by installing Acoustone, 
the USG Acoustical Tile, on the ceilings of 
banking quarters pays dividends in attract- 
ing customers and in shortening the time 
required to handle each customer. 
Acoustone has been developed by the 
United States Gypsum Company for the 
scientific absorption of irritating and dis- 
tracting noises which are created in every 
business institution by footsteps, conversa- 
tions, typewriters, telephones, 
bookkeeping machines, etc. U;S 


Acoustone can be readily 
and quickly applied in your 
present offices without inter- 
ruption to business. Supplied 
in a wide range of shades, 
sizes and shapes, it may be 
applied in an endless variety 
of pleasing patterns, designs 
and color combinations. Note 
examples at right. The dig- 
nity and beauty of your building are not 
only maintained but enhanced by the addi- 
tion of this truly beautiful material. 

The United States Gypsum Company 


Acoustone may be had in 
many designs, patterns and 
color combinations which 
make its use highly desirable 
in connection with any typeof 
masonry or other interior. 


maintains a staff of expert 
acoustical engineers who will, 
without obligation, make an 
analysis of the noise condi- 
tions in your banking and 
work rooms and give you 
their recommendations for 
obtaining the proper sound 
If their recom- 
mendations are accépted, our 


correction. 


experts will supervise the installation and 
assure the results. Particulars on request. 
Address United States Gypsum Company, 
Dept. 63N, 300 W. Adams St., Chicago. 
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This Month’s Journal 


and 


Your Own Bank 


FEW years ago we could speak of the “Industrial Revolution” as 
A we would the Renaissance, Reformation or Crusades, to desig- 
nate a certain period in history. The phrase referred definitely 
to that epoch in the seventeenth and eighteenth centuries when civili- 
zation first began to shift from a rural to an industrial basis. It was 
a long’ epoch, reaching back to the invention of the flying shuttle in 
1733 and before; gathering momentum with the appearance of the 
spinning jenny, the steam engine, the power loom and the pioneering 
achievements in physics and chemistry associated with the names 
Watts, Bessemer, Faraday, Nasmyth, Siemens, Whitney, Snelus and 
others. But today, one might better say the “first Industrial Revolu- 
tion,” because there is a second and we are in the midst of it. 

The second, accurately speaking, may be only a continuation of the 
first. No sharp line separates the two except that the first was leisurely 
and long drawn out while the present period of economic change 
resulting from mechanical progress can be called rapid. However, we 
had formed the habit of thinking of the industrial revolution as some- 
thing in the past, whereas it is very much in the present. 


RANKLYN HOBBS, in this month’s JOURNAL 

writes about machinery, wage workers and un- 

employment. He traces, with the clarity of a black 

and white drawing, the development of manufac- 

turing from the days when it was the task of the 

women of the household to spin and weave while 

the men made boots and harness. He examines 

with particular care the seven censuses of manu- 

facturing made since 1900 in search of any facts 

that show whether the wage worker is gaining or 

losing in his competition with mechanical power 

and automatic machinery. He is certain that “new 

kinds of employment have been developed so fast through our rapidly 
increasing demands for comforts and luxuries that it requires as large 
a proportion of the total population to supply our wants as it ever did.” 


OHN MOODY has been watching the investment 

pendulum since 1890, when he left newspaper 

work and entered a Wall Street banking house. He 

has watched the public swing more than a dozen 

times from conservative investment to speculation 

and back once more to conservative investment. 

Financial historians will never have any difficulty 

classing the year 1929. It was definitely a period of 

speculation. Mr. Moody believes that large num- 

bers of persons who were “stock minded” only a 

short time ago are now ready to spend their invest- 

ment funds for bonds. He points to a significant fact 

in the record since 1900, namely, that the speculative periods have been 

Short while the intervening years of thrift and cautious investment 
have been relatively long. 


ORMAN J. WALL finds no evidence in history or logic for con- 

necting the downward trend of commodity prices with the world’s 
decreasing gold supply. He believes that economies in the use of 
gold have already had the effect of increasing the world’s supply at a 
more rapid rate than the demand for monetary metal has risen. More- 
over, the means are at hand, he is convinced, for greatly expanding the 
effectiveness of what gold we now have, through the cooperation of 
leading central banks. 
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ROTARY OPEN 


FIRSTS 


THIS COMPANY WAS 
FIRST TO 


No. 1—Manufacture a Rotary Depos- 
itory. 


| No. 2—Sell and pioneer burglar proof 


depositories. 


| No. 3—Have insurance underwriters 


recognize service. 


No. 4—Issue deposit forms and punch 


deposit systems. 


| No.5—Put electric protection provi- 


sion in depository. 


| No. 6—Design and manufacture Curb 


Depositories. 


| No. 7—First to sell 1000 Depositories. 
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THE BANK VAULT 
INSPECTION CO. 


Samuel P. Yeo, President 
Main Office 
No. 5 So. 18th St. 


CHICAGO 
6 No. Mich. Ave. 
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NEW YORK 
175 Fifth Ave. 
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yo in banking are stil! pio. 
| neers. One of them, a leader jp 


“Te 
. her profession, said that the great 
HE Insurance Committee | dificuity feminine bank execute 
: . to face was an ancient tradition that the 
° word “banker” was exclusively mascy. 
of the American Bankers Association has line. At present their number is in, 
. creasing just as women are taking a 
always advocated the broadest possible in- | more active part in business affairs of 
all kinds. Dorothy Thorne Fullerton 
has delved. into the recent records of 
surance as the best safeguard a The COSt | women in banking. She has analyzed 
the results geographically and aiso ac. 
. . cording to the type of work assigned t 
of adequate insurance is a proper charge | women. One thing which adds impor 
tance to this article, “Some Facts About 
Women in Banking,” is that the move- 


against the cost of sound banking and We | ment‘is still experimental and a cartel 


analysis indicates the trend. 


believe it is an axiom that any business 


. HERE are four 
which cannot afford the expense of ample unusually inter. 

esting articles on 
agricultural and re- 


insurance offers a hazardous investment.’”’ lated topics in this 


month’s JOURNAL. 


| “Golf and Farm Re- 
—James E. Baum, Secretary | AES lief,” by Bryce Ed- 
wards, concerns the 

widespread use of 
| farms for golf re- 
B lief. Mr. Edwards 
ANKERS Blanket Bonds does not hold that 

the conversion of unprofitable farms into 
provide the “broadest possible insurance golf courses will help solve the nation’s 
farm problem, but he does indicate how 


for banks. Ask your secretary today to 
write us for a copy of our booklet, “A | the problem for themselves at least. 

Primer of Bankers Blanket Bonds’’, which M. HARGER, Kansas journalist and 


contains a concise, non-technical explana- *banker, records for us a change of 
| tremendous importance which has taken 


tion of this all ’round form of protection. place in the agricultural industry during 
the last five years. The average western 
| farm, he points out, has been almost com- 
pletely re-equipped with farming ma- 


chinery—so the days of the old farm, as 
many elderly men remember it, are pass- 
ing rapidly. Today we have farming by 
machinery. The financing of this new 


equipment, its influence on the banking 
business and the future problems it sets 


up of costly replacement are included 
Qn among the things Mr. Harger has giver 

us to think about in this worth-while 
article. 


RIC ENGLUND in “Why Farmers 
Ask Tax Relief” discusses a phase of 
the question which has never achieved a 


place in the news but which is probably 


of as much fundamental importance to 
the prosperity of agricultural areas as 
anything the Farm Board might do. He 
describes the efforts of the American 


Farm Bureau Federation to bring about 
a change in principles of taxation 


whereby net income instead of general 
property valuation might be used as a 
/ basis for taxing farms. 


ROFITABLE Lumber Farming” 


Wesson, describing the new method of 
harvesting lumber crops in areas refor- 


Home Office: Baltimore iD Fidelity and Surety Bonds is the title of an article by Oliver 


Representatives Everywhere Burglary and Plate Glass Insurance 
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ested under government supervision. A 
generation and more ago much was 
heard about conservation. Today, in the 
Black Hills and in other parts of the 
country, migratory sawmills, operated 
by private owners, are scattered over 
reforested regions, taking the mature 


trees and leaving the rest for later years. 


ALTER E. PAUL suggests thirteen 
well-tested ratios and directions for 


using them. In the August JOURNAL this | 


writer discussed the general question of 
ratios, their underlying principle and 
their value, with particular reference to 
businesses other than banking. In the 
second article he deals specifically with 
how ratios may be used by banks to de- 
termine their degree of soundness accu- 
rately. The ratios he has selected are 
most suitable, he believes, for city banks 
but the method might be adopted by 
many country banks with profit. 


OWARD WHIPPLE tells where the 
boundary should be drawn between 
commercial banking and savings bank- 


ing. Traditionally, legally and naturally | 
the two forms have always been sepa- | 
rated. Recently, however, as Mr. Whip- | 
ple describes the situation, there has | 


been a tendency to mingle their func- 
tions in a way which can work out only 
unprofitably for the bank and unfairly 
to depositors. He admits that the layman 
might not see much difference between 
what is called commercial banking and 
what is called savings banking. Both 
receive deposits and lend money. The 


function of the one, however, is to | 


finance commercial transactions, while 
that of the other is to finance the own- 
ership of fixed capital. 


— total volume of dollar accep- 
“tances outstanding has continued to 
increase this year in the face of a sharp 


drop in foreign trade. During the same | 
period British accepting banks have ex- | 


perienced a decline in this type of in- 
vestment. Now, with the opening of the 
new “Banque Francaise d’Acceptations,” 
Paris has entered into competition with 
London and New York. There have 
been important developments which 
have given the New York market an 
advantage in bidding for this business. 


The question is examined informatively | 


by Frederic Edward Lee in “Acceptance 


Advantages of the New York Market.” 


T. CROSS describes in detail the | 
*work of a branch fiduciary sys- | 


tem. Here is much needed light on an 
Important phase of the branch banking 


discussion. With the volume of trust | 


business increasing swiftly year by year 
throughout the country, it becomes a 
matter of first importance to find out 


how this business will fare under a sys- | 
tem of branch banking. Mr. Cross says | 
it has been his experience that the | 


branch idea lends itself easily and help- 


fully to the development of fiduciary | 


service, 
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GROWTH 


IN THIRTY YEARS— 


The population of THE GREAT 
SOUTHWEST has doubled. 


Its wealth has quadrupled. 


It has developed a farm production 
of more than TWO BILLION DOL- 
LARS and a mineral production of 


A BILLION. 


Today the most rapidly developing 
area on the North American contin- 
ent, it offers 


The Ideal Market 


FORT WORTH. the manufacturing 
and transportation center of this great 
region, is proving its prosperity by 
putting over a SIXTY MILLION 
DOLLAR CONSTRUCTION PRO- 
GRAM. 


Write today for your copy of 
“Industrial Fort Worth.” 


11 TRUNK LINES 


RT WORTH 


THE MANUFACTURING AND TRANSPORTATION 


CENTRE OF THE SOUTHWEST 


For Indormation. Address Publicty Department 
CHAMBER OF COMMERCE, FORT WORTH, TEXAS 


CENTRE OF THE SOUTHWEST 
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EXCLUSIVE DESIGN CHECKS 


DISPLAY YOUR 


COAT-OF-ARMS 


AND SYMBOLIZE. YOUR SERVICE 


BANKING services, to the casual prospect, seem all the 
same. And the simplest way to convert such prospects 
into customers is to give your service a distinction, an 
individuality, that sets it apart from the crowd. 

One of the most effective means at your command is 
the checks that you issue. If they are rich and dignified 
in feel and appearance—of a pattern peculiarly your 
own—embodying a well-designed coat-of-arms or trade- 
mark—they are certain to distinguish your service in 
the minds of every one who sees them. 

The experience of this Company in creating hundreds 
of distinctive check designs is freely offered to any 
banker. We will be glad to make and submit sketches 
incorporating your exclusive emblem in a distinctive 
background. We will also prepare suggestions for mod- 
ernizing your present emblem or create an entirely new 
one. There is no charge for this unusual service. 

Superbly lithographed, uniquely attractive, Todd 
special design checks advertise your institution quite 
as much by their performance as by their appearance. 


They are furnished on the new Super-Safety paper— 
the first paper ever created expressly for check pur- 
poses—with many times the tensile strength and fold- 
ability of other check papers—backed by insurance 
against chemical or mechanical erasure. They may be 
had in all standard colors. And their moderate cost, 
even in small quantities, will surprise you. 

The coupon below will bring you samples and full 
information about these business-building checks and 
the special sketch service. The Todd Company. Bankers’ 
Supply Division. Boston, Brooklyn, Rochester, Buffalo, 
Detroit, Cincinnati, Chicago, St. Paul, Des Moines, 
Birmingham, Dallas, Denver, Spokane. 


THE TODD COMPANY, Bankers’ Supply Division 9-30 
1176 University Avenue, Rochester, N. Y. 


Send me complete information about Special Background Checks. 
Name of Bank——_____ 
Name of Officer. as 
Town 


TODD SYSTEM OF CHECK PROTECTION 


When writing to advertisers please mention the American Bankers Association Journal 
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What the Machine Has Done 
to Wage Workers 


By FRANKLYN HOBBS 


Director of Research, Central Trust Company of Illinois, Chicago 


One Man Today, with Mechanical Tools, Produces as Much as 
Three Men Did Thirty Years Ago. The Potential Labor of the 
Other Two Is Released for the Manufacture of New Commodities 
and More Luxuries. Machines Displace Workmen, Not Payrolls. 


ANUFACTURING in the 

United States had its begin- 

nings at the fireside, where 

cotton and wool were spun 
and woven by the women of the house- 
hold, while boots and harness were fash- 
ioned by the men of the family. From 
this stage we pass on to the cottage 
factories located largely in the back- 
yards of the homes. From these sheds 
and outbuildings came the bulk of the 
manufactured products of the United 
States for more than fifty years. The 
writer’s grandfather manufactured 
herdics in this manner until the late 
40’s of the last century. From his out- 
put of two herdics per week in 1830, we 
have come to an output of a motor car 
every fifteen seconds from a single es- 
tablishment. This change, which has 
taken place in the manufacture of trans- 
portation units, has come about in al- 
most every other line of fabrication and 
assembly. 


Since 1900 


ERE we to go back a full hun- 

dred years in order to determine 
the changing relations of labor to manu- 
facture, and of value of products to 
wages, it would be necessary to devote 
much space to the changes in the habits 
of life of our people, and thus the study 


might become so involved as to fail of 
its purpose which is, in short, to deter- 
mine the probable future of the worker 
in manufacturing fields. 

For purposes of comparison, we shall 
take the first and only dependable figures 
available for the beginning of the pres- 
ent century; these are the findings of 
the twelfth decennial United States cen- 
sus recorded in the year 1900, and repre- 
senting all industrial activities for the 
year 1899. 

During the last fifty years, there has 
been a rapidly growing concern regard- 
ing the ultimate fate of those factory 
workers whose nimble fingers were being 
replaced by labor-saving machinery. 
Just fifty years ago, farm laborers were 
considerably wrought up over the in- 
troduction of the reaper into the fields 
of small grains. 

In factories each year has witnessed 
the invention or development of new 
labor-saving devices which have made 
it possible for one man to do the tasks 
formerly assigned to two, or sometimes 
five. This application of mechanical 
power, and of machine tools, has been 
going forward at a rapid pace for at 
least two generations. At any rate, suffi- 
cient time has elapsed, since the first 
threat of the automatic machine to take 
away the worker’s job, to make it pos- 
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sible to arrive at a definite finding as to 
the actual results of this mechanical sub- 
stitution for manual labor. 

The findings of the various manufac- 
turing censuses provide the base infor- 
mation for a study from which reliable 
figures may be developed. As such a 
census has been taken biennially since 
1919, such figures for the later years 
provide material for a very accurate 
check of the trend in the substitution of 
mechanical aid for the manual labor of 
the artisan. 


A Year’s Production 


LTHOUGH similar figures might be 
taken for earlier dates, we based 

our trend line on the findings of the cen- 
sus of 1900. We learn that the year’s pro- 
duction in manufacture was valued at 
$11,407,000,000: that 4,713,000 workers 
fashioned raw materials into these prod- 
ucts; and for such services were paid 
$2,008,000,000. For this remuneration, 
they added $4,831,000,000 to the value of 
the raw materials, and received 42 per 
cent of this added value in the form of 
wages. These workers were paid $426 
each during the year 1899 and, in return, 
each man fashioned raw materials into 
finished or partly finished products, 
thereby adding $1,025 to the value of the 
raw materials. His gross earning power 
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to his employer was $1,025 

and his income was $426. 

He received 42 per cent of his 

gross earnings and 58 per cent 

of his gross earnings apparently 
went to his employer for (1) cost 

of fuel and power (2) interest on 
fixed obligations (3) general over- 
head, insurance and taxes (4) provi- 
sion for depreciation and (5) net profit 
available for dividends, or to be added 
to surplus in the enlargement or exten- 
sion of the business. 


Trend of Wages 


N this study, we shall not concern our- 

selves as to whether the 42 per cent 
portion paid to the worker is too high, 
or too low as a wage, our sole object 
being to determine, not whether the 
worker has been properly paid for the 
last thirty years, but what change, if 


any, is taking place in this regard. Our 
interest is to know whether the tendency 
is to give the worker a larger, or small- 
er, portion of the total earnings of the 
business, and to measure his future prob- 
abilities as a factory worker. We are 
interested in knowing whether he is 
going to receive more or less of his gross 
earnings, and whether his total wage is 
likely to advance or decline. 

The factory workers of 1899, who 
made products valued at $11,407,000,000 
during that year, received as their com- 
pensation 18 per cent of the total value 
of those products as priced at the factory 
doors. However, even though the work- 
er received 18 per cent of the total value 
of all of the products of the factory in 
which he was employed, and although he 
received 42 per cent of all of the value 
which was added through the processes 
of manufacture, he did actually receive 
only $426 for his year’s work. He may 
have worked fifty-two weeks; he may 
have been employed only forty weeks; 
and, during a part of the year, he may 
have been working only four or five 
days per week, or four or six hours per 
day. Those facts are not material. The 
material facts are that his entire income 
for a year was $426 and that the value 
of his labor to his employer was $1,025. 


Gaining or Losing? 


ITH the above findings before us, 
as provided by the twelfth de- 
cennial census of the United States, we 
will carry the same figures forward 
through a period of twenty-eight years 
and, using the findings of the seven 
manufacturing censuses made since 1900, 
we will be able to establish a trend line 
which should show conclusively whether 
the factory worker is gaining, or losing, 
in his competition with mechanical power 
and automatic machinery. 
Passing over ten years, we find 
the factory production of 190% 
valued at $20,672,000,000. We 
learn that the value added to 
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raw materials through manufacturing 
processes amounted to $8,529,000,000; 
and we learn that 6,615,000 workers en- 
joyed a payroll of $3,427,000,000 for the 
year, the year’s wage of each worker 
being $518 and the gross value of his 
labor product to his employer being 
$1,289. In this year 1909, the workers 
apparently received only 40 per cent of 
the value added to materials by manu- 
facture, and only 17 per cent of the total 
value of the factories’ output, the decline 
in the worker’s relative income, as com- 
pared with ten years before, being about 
5 per cent. 

Passing over the 1914 story of manu- 
facture briefly, we find a product valued 
at $23,988,000,000; a factory payroll of 
$4,068,000,000 disbursed to 6,896,000 
workers; and a value added by manufac- 
ture of $9,878,000,000. Thus the 1914 
factory worker earned $590 for the year; 
delivered a labor product to his employer 
worth $1,482; and received 17-per cent 
of the total value of the factory’s produc- 
tion; the same as he had five years be- 
fore; and received 41 per cent of the 
gross value of his labor, a gain of one 
point, or more than 2 per cent over his 
experience in 1909. 


Post-War Rise 


HE year 1919, following the close 

of the World War, developed a 
tremendous factory output, with a total 
value exceeding $62,000,000,000. The 
factories employed 8,998,000 workers 
and had a total payroll for the year of 
$10,460,000,000. The value added by 
manufacture was nearly $25,000,000,000, 
and each worker’s labor product was 
valued at $2,757, for which he received 
a wage of $1,162. We observe with in- 
terest that, for the year 1919, the work- 
ers received 42 per cent of the gross 
value of their labor, as they did in 1899 
and they were able to deliver almost 
three times as much labor product to 
their employers. It also appears that, 
although the value of their labor per 


man came near to being multiplied by 
three, the workers received as their re- 
muneration 17 per cent of the total of 
the factories’ output as they did in 1914, 
and in 1909. 

The manufacturing census of 1921 
adds nothing to the picture as the total 
value of all factory production for that 
year fell below $44,000,000,000. How- 
ever, those workers who were employed 
received a higher annual wage than they 
received in any previous year and their 
pay amounted to 45 per cent of the gross 
value of their labor and 19 per cent of 
the total value of all factory production. 
It is clear that the factory owners sus- 
tained a greater loss through the 1921 
decline in output than did the factory 
workers who were employed. The 2,000,- 
000 factory workers who were not em- 
ployed actually bore the brunt of the 
1921 decline. 


Slump and Reaction 
"ae reaction from the 1921 slump 


brought factory production to a total 
of $60,530,000,000 in 1923. The number of 
factory workers employed jumped back 
to 8,777,000, only about 200,000 below the 
high record of employment in 1919, and 
fully 1,750,000 above the employment 
figures for 1921. Again in 1923 earn- 
ings for workers stepped up, reaching an 
average for the year of $1,254, this be- 
ing the first time that the average wage 
of factory workers ever exceeded $4 per 
day, the average having been only $1.37 
per day in 1899. During 1923, the work- 
ers received 43 per cent of the gross 
value of their labor product and 18 per 
cent of the total value of all factory 
production. 

The census of 1925, and that of 1927, 
developed no new angles to the situation. 
The total value of all production for 
each of these years exceeded $62,000,- 
000,000, the total number of workers re- 
maining almost stationary at about 8,- 
300,000; and wages per worker were 
$1,284 and $1,299 respectively. The val- 
ue of the labor product of each man was 
$3,200 in the former year, and $3,300 in 
the latter year. The workers received 
40 per cent of the value of their labor 
product in 1925 and 39 per cent in 1927. 
They received 17 per cent of the total 
value of the product of the factories for 
each of these years. 

These figures tell a story which is 
entitled to the attention of the think- 
ing men of the country, whether they be 
capitalists or artisans. They mean the 
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same to both classes. Their import is as 
clear as the simplest mathematical prob- 
lem. It is evident that, through the use 
of more efficient methods and the appli- 
cation of mechanical power and auto- 
matic equipment, the factory worker has, 
in this period of twenty-eight years, 
steadily raised his own wage from $426 
per year to $1,299 per year. He has in- 
creased his own income by 200 per cent, 
while raising the value of his labor prod- 
uct to his employer by 220 per cent. He 
is still receiving for his labor about 40 
per cent of its gross value to his em- 
ployer; and his remuneration represents 
17 per cent of the total value of all man- 
ufacturing production, just as it did for 
the twenty-year period 1899 to 1919 in- 
clusive. 

It requires no statistician to deduce 
from the figures provided by the bureau 
of the census that the manufacturing 
labor formerly performed by three work- 
ers is now performed by one worker, 
with mechanical aid. Nor does it re- 
quire a mathematician to discover that 
this one worker, who is now, aided by 
machinery, doing the work formerly 
done by three is also receiving the wage 
formerly received by the three. The 
machines have displaced two men out of 
three in twenty-eight years’ time but the 
remaining third man is taking down 
every payday the entire wage which he 
and two co-workers formerly received. 


Displaced Workers 


LL seems to be well with the man 
who is left on the job, and now we 
should concern ourselves with the fate 
of the two who have been pushed out by 
machines. Factory payrolls have in- 
creased 440 per cent but the number of 
workers has not quite doubled. This in- 
dicates that some factory workers have 
been compelled to find other avenues of 
employment. The demand for the prod- 
ucts of factories has not increased fast 
(Continued on page 244) 
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Factors Favoring Bonds 


By JOHN Moopy 


President, Moody’s Investors Service, New York 


Public Participation in the Bond Market Depends on Whether 
People Are Thinking “Stocks for Profit” or “Bonds for Security 


and Income.” 


Outlook Now Favorable to 


servative Investment as Stock Market Kettle 


HETHER bankers and 

others who usually buy 

bonds are just now in a 

position to increase their 
bond investments, I do not know. At 
least, I do not propose suggesting to 
banks that bonds should now be bought 
up to the limit of their purchasing 
power, or that bonds should replace 
other types of investments which form 
a part of their reserves. For no one 
can know the business of any institu- 
tion so well as its own officers and that 
is something they can well decide for 
themselves. 

But it seems to me that where the 
question of additional or new invest- 
ments in bonds may be coming up, 
every banker should recognize that now 
is perhaps the best time for such pur- 
chasing of any in the past three or 
four years. Bull markets in bonds do 
not occur every day, nor every year. 
Since the beginning of the present cen- 
tury, we have had just six such mar- 
kets—an average of only one every five 
years. Conditions are now ripe for an- 
other such advance in bond prices, and 
for another period such as we have had 
before wherein there is broad buying 
of investment securities, a large output 
of new bond issues and other phenomena 
characteristic of a bull market in bonds. 


The Economic Position 
HERE 
dence of a good market for in- 
vestment securities in the offing that it 
is not an easy matter to know where to 


is so much conclusive evi- 


start. I should like at the outset to 
explain in general terms the economic 
factors that are now at work and then 
to take up the present position as it 
may be viewed from an historical stand- 
point. 

First of all, it is evident that the 
easy money period in which we now 
find ourselves is likely to be a fairly 
long one. Easy money will not neces- 
sarily stimulate bond prices unless there 
is a reasonably definite promise that 
such conditions: are going to continue 
over an extended period of time. That 
is what the present situation appears 
to promise. 

This promise exists both because in- 


Tes rise and fall of 
speculative fever has 
been occurring with 
rhythmic regularity down 
through the years. Rel- 
atively brief “staccato” 
periods of speculation, 
writes Mr. Moody, have 
been followed by longer 
eras of thrifty, sober in- 
vestment. He cites a con- 
siderable list of. factors 
which, he believes, promise 
continued ease in money 
and a gradual return to 
favor of bonds among indi- 
vidual investors, who have 
been “stock minded’ for 
the past two years. 


dustry and trade are generally slack 
and because there seems to be no line 
of business that will, when it resumes 
more normal activity, make early and 
very large demands upon the capital 
resources of this country. In other 
words, we do not appear to be headed 
for a boom period in business in the 
near future which would call for more 
and more credit. Take, for example, 
any of our major basic industries and 
see what the “plant-capacity” is, what 
the requirements for the future in the 
way of new capital may be and, there- 
fore, what the effect of a resumption of 
normal trade conditions may be on the 
money market. The steel and iron in- 
dustry is commonly regarded as our 
basic industry. In turn, it depends 
largely upon production in the auto- 
mobile, building and railroad industries. 
These three industries furnish the de- 
mand for over half the steel and iron 
production of this country. I have yet 
to see the optimist who claims that any 
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Period of Con- 


Simmers Down. 


of these three major industries is con- 
fronted with real under-capacity or, for 
example, that there is a shortage of 
automobiles, or that our cities are under- 
built. 


Big Credit Demand Unlikely 


T is difficult, in short, to see where- 

in there will arise any new large 
demand for capital. from within the 
United States in the rear future. 
Municipalities will undoubtedly want 
now to undertake delayed improvements, 
and other industries, such as the pub- 
lic utilities, will go ahead with normal 
expansion programs. But no boom is 
in sight such as would cause a large 
renewed demand for credit and thus 
bring on an early stiffening of money 
rates. 

We must, of course, face a demand 
for credit from foreign countries. A 
great many foreign nations have appli- 
cations in our markets for long-term 
loans. They have been cut off from 
our capital market in the last year or 
two by the high rates of interest pre- 
vailing here. This demand is now like- 
ly to be renewed. An increased lending 
to foreign countries means_ probably 
some loss of gold. But we are in a 
position to lose a fairly substantial 
amount of gold without our money rates 
becoming affected. Further than this, 
there is at present an apathetic atti- 
tude on the part of investors toward 
foreign loans. I doubt if such apathy 
is justified; that is, I do not doubt the 
soundness of most foreign loans. Still, 
as long as it exists, it will prevent the 
flooding of this market with such loans 
and this promises for continued easy 
money, too. 

It may further be noted that prac- 
tically throughout the world, there ex- 
ists this condition of slackness in busi- 
ness. While this situation will cure 
itself in the course of time, it is never- 
theless true that until there are more 
definite signs of recovery than at pres- 
ent, money conditions are likely to re- 
main relatively easy the world over. 

In the meantime savings are piling 
up, both here and abroad. Spend- 
ing has been very greatly curtailed 
compared with 1929 and while, of 
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course, incomes have also decreased, the 
whole tendency is to keep a tighter rein 
on expenditures in relation to incomes. 
The big movements toward thrift are 
always established in times of business 
recession. Thus, we see savings bank 
deposits growing more rapidly this 
year than last, in spite of lower incomes 
generally. This process of saving is, 
I should say, likely to keep pace with 
any early expansion in credit. 

Finally, we have now, as contrasted 
with a year ago, a definite policy of easy 
money adopted by the Federal reserve 
banks. There is, at present, very little 
reserve credit outstanding in the form 
of bank borrowing. Open market op- 
erations as undertaken by the reserve 
banks since the panic indicate clearly 
enough a strong desire on the part of 
the authorities to keep money easy for 
an indefinite period. It will require a 
considerable expansion in trade or a 
renewed era of stock market specula- 
tion, or both, before the Federal reserve 
reverses its easy money policy. 

Each of the above factors, that is, 
the probably continuing lightness of de- 
mand, the tendency toward greater sav- 
ings and the obvious easy money policy 
of the Federal reserve banks, leads 
toward the same conclusion—that we 
are going to enjoy an extended period 
of fairly low interest rates. As this 
fact becomes grasped by investors, both 
individuals and institutions, and as 
doubts disappear, bonds will begin to 
appeal more and more as a form of 
investment at comparatively high re- 
turn. Certainly, the interest which 
can be earned on those types of invest- 
ment which were so popular last year— 
call money, commercial paper, bills and 
the like—has now dropped to levels 
where bond incomes are very consider- 
ably more attractive. The hitch in mak- 
ing the exchange from the former type 
to the latter comes from a lack of 
confidence, hitherto existing, in the 
stability of bond prices. But once it 
becomes broadly recognized that money 
rates promise to be pretty definitely 
easy for months to come, and once bond 
prices begin moving upward in a con- 
vincing way, this skepticism will, I 
think, disappear. 


Commodity Drop a Factor 


I addition to the situation as I have 
outlined it above, there is another 
influence which is constantly making for 


better bond prices. I refer to the grad- 
ually declining price level of com- 
modities. To speak of commodity 
Prices as “gradually” declining may 
seem slightly ridiculous in view of re- 
cent happenings. The severity with 
which prices have slumped this past 
year can scarcely be claimed by any- 
one to be beneficial from any point of 
view. What I am referring to is the 


broad tendency for commodity prices 
to go lower over a long period of years; 
that is, the movement we saw beginning 
six or seven years ago and which has 
continued right down to the present. 
This same phenomenon has been seen 
after all other great wars. The rea- 
sons for it are too complicated for dis- 
cussion here, besides being out of place. 
Let us accept the fact as it stands, for 
if precedent is to be followed, prices 
will recede gradually further for a 
number of years. 

A declining tendency in commodity 
prices means an advancing tendency in 
the purchasing power of the dollar. 
That, of course, means, in turn, nothing 
more nor less than increased purchas- 
ing power of bond incomes which do 
not vary otherwise from year to year 
(as do incomes from stocks). We shall, 
of course, experience a general recovery 
in commodity prices from present de- 
pressed levels, but when prices get back 
to what is considered “normal,” that 
level will probably be somewhat lower 
than that of—say 1928 or 1929. In- 
creased purchasing power of bond in- 
comes ought, naturally, to have the 
effect of boosting bond prices, to some 
extent at least. Here, then, is added 
assurance to the idea that we are in a 
generally rising period for bond prices. 


Investment Fashions 


ND now I want to turn to a dif- 

ferent sort of factor which is 
present in the existing situation. Above, 
I have referred to the sort of economic 
influences that can be determined with 
a certain degree of what might be called 
mathematical accuracy. We know, for 
example, what money rates are and 
can see them published in the daily 
press. We know, when we refer to 
probable demands for credit in the near 
future, what the productive capacity of 
our plants is and what the power for 
consumption of our population is. At 
least, we know these things with a sort 
of rough accuracy. We know, too, that 
the price level in commodities has 
shown a distinct tendency to decline in 
recent years and we know that the 
same has been true after other great 
wars. 

There is, however, a very strong in- 
fluence in this present situation, which 
is nearly impossible to gage or express 
statistically. I refer to changing invest- 
ment habits of the individual investor. 
This is important, for no matter how 
propitious other conditions may be, we 
can scarcely have a good bond market 
unless the individual investor is willing 
or anxious to buy bonds once more. As 
long as the conception of “stocks for 
profit” is stronger in the minds of in- 
dividuals than the idea of “bonds for 
security and income,” a really good bond 
market is impossible. For, if it is not 


the backbone of the bond market, pub- 
lic buying of bonds is at least the big 
marginal influence that makes or mars 
the market. 

Let me give an example of the in- 
fluence of public buying on the bond 
market. From 1923 to January, 1928, 
we had a bull market in bonds. The 
country was expanding without much 
interruption, not only during that time 
but for a year and a half thereafter. 
Savings accumulated and securities of 
one sort or another were being bought 
steadily during all that period. But 
the expansion was so rapid and con- 
tinuous that, starting with the idea of 
common stocks for investment, the rise 
in shares of all kinds eventually per- 
verted this idea to one of common stocks 
for profits only. And as this idea 
grew, more and more people deserted the 
bond market and became what, in many 
cases, they had never been before— 
stockholders. So after January, 1928, 
there was little demand for bonds from 
individuals and bond prices slipped off 
from that time until November, 1929. 


Speculative Cycles 


HERE is nothing really new in the 

development of events I have just 
outlined. The transformation of in- 
vestors into speculators took place upon 
a grander scale than ever before, but 
it is broadly true that all through our 
financial history we can trace recurring 
periods of investment and speculation, 
the one following the other with con- 
siderable regularity. 

We are “normally” a nation of in- 
vestors rather than speculators. In 
using the word “normally” I have in 
mind that while speculation becomes the 
predominant idea at periodic intervals, 
such periods of speculation have been 
much shorter than the intervening pe- 
riods of calm investment, and they have 
almost always been of “staccato” char- 
acter. Within the memory of mature 
men we have had several such specula- 
tive outbursts. Many will recall the 
mania of 1901 and again that of 1906. 
The younger generation will recall war- 
time booms culminating in the great 
speculative madness of 1919. Each of 
these periods bore a strong resemblance 
to each of the others so far as the 
psychological aspects were concerned, 
and 1929, on looking back to that year, 
was precisely similar. 

It is, for instance, a striking fact 
that the following quotation, taken from 
Alexander Dana Noyes’ “Forty Years 
of American Finance,” and descriptive 
of conditions in 1901, nearly thirty 


‘ years ago, will precisely fit the picture 


as it existed in 1929: 

“The situation of 1901 was one which 
turned men’s heads. The country 
seemed to have reached a pinnacle of 

(Continued on page 229) 


President Hoover Will Address 


the Convention 


Chief Executive’s Message to the American Bankers Association 
at its Annual Meeting in Cleveland Will Be Given on Thursday 
Evening, October 2, Climaxing a Program of Unusual Impor- 
tance to the Banking and Business Interests of the Nation. 


HE President of the United States 
will address the Annual Conven- 
tion of the American Bankers 
Association in the Cleveland Pub- 
lic Auditorium on the evening of October 
2. Mr. Hoover’s broad economic knowl- 
edge, the occasion of this speech and the 
fact that it comes in the 
midst of great world-wide 
commercial uncertainty, 
give it extraordinary im- 
portance not only in the 
United States but abroad. 

Fundamental changes in 
the financial and industrial 
outlook have occurred since 
the President made his last 
public declaration on busi- 
ness conditions. The new 
tariff has begun to work it- 
self out, appointments have 
been made to the Tariff 
Commission, commodity 
prices have continued 
downward, the drought has 
given the farmer another 
burden, the census. has 
given the country figures 
instead of guesswork con- 
cerning unemployment, new 
problems of production, dis- 
tribution and _ transporta- 
tion have arisen, the Fed- 
eral Reserve Board has 
changed heads and _ the 
whole system and theory of 
banking in the United 
States is in the course of 
being investigated by three 
different Governmental 
bodies. 

The five great commis- 
sions of Washington—In- 
terstate Commerce, Federal 
Reserve Board, Farm Board, Tariff Com- 
mission and Trade Commission—are be- 
coming more and more important as 
nerve centers of the nation’s business. 
The Convention will hear the man largely 
responsible for their personnel. It is also 
particularly appropriate and significant 
that the first President of the United 
States to address the delegates at an 
annual meeting of the American Bank- 
ers Association should be the one whose 


whole career has been identified with 
economics and whose official acts bear 
the impress of his keen understanding 
of economics. 

Mr. Hoover will deliver his address 
before the fourth general session of the 
Convention on Thursday night in the 


President Herbert C. Hoover 


Will address the American Bankers Association Convention 


great auditorium following a concert by 
the famous U. S. Navy Band of Wash- 
ington. 

It is expected that this speech will be 
broadcast, enabling the entire country to 
hear the President’s words. 

President Lonsdale has summarized 
the task of the Convention as three- 
fold, including discussions of bank taxa- 
tion, branch banking and bank earnings. 
Under the first heading delegates will 
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consider proposals to liberalize Section 
5219 of the United States Revised Stat- 
utes concerning the taxation of national 
banks by state governments. With ref- 
erence to branch banking Mr. Lonsdale 
has suggested that it may be necessary 
for the Association to review its position 
and to consider the official 
proposals now before the 
country for changes in the 
branch banking policy. Fi- 
nally, in the matter of im- 
proving bank earnings, an 
enormous amount of work 
has been done by the Asso- 
ciation during the past 
year, and a large part of 
the program will be given 
over to this all-important 
phase of banking. 

The same central topics 
will run through the pro- 
grams of the various divi- 
sions and sections of the 
Association. general 
sessions of the Convention 
will be four in number, be- 
ginning on Tuesday. The 
first three will be held in 
the Music Hall of the Cleve- 
land Public Auditorium, 
while the fourth, at which 
President Hoover will 
speak, will be held in the 
main auditorium. Mr. 
Lonsdale will preside at 
each session. 

He will call the first ses- 
sion to order at 10:30 a.m., 
Tuesday, after an organ re- 
cital lasting forty-five min- 
utes. There will be an in- 
vocation by Rev. Joel B. 
Hayden, D.D., pastor of the 
Fairmount Presbyterian Church, and 
Mr. Lonsdale will address the Conven- 
tion. This will be followed by a report 
giving the official acts and proceedings 
of the Executive Council. , 

The first session, also, will be the oc- 
casion of an address by Rudolf S. 
Hecht, president of the Hibernia Bank & 
Trust Company, New Orleans, and chair- 
man of the Economic Policy Commission, 
on the subject, “Problems We Bankers 
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Must Meet.” Mr. Hecht’s work as head 
of the Economic Policy Commission spe- 
cially qualifies him to discuss the chief 
obstacles confronting banks today. There 
will be a second speaker at the opening 
session, whose name had not been an- 
nounced when this issue went to press. 

The organ recital preceding the open- 
ing of the first session will be a daily 
feature of the Convention, made possible 
by the fact that meetings will be held 
in the Music Hall of the Auditorium. 
Rabbi Abba Hillel Silver, The Temple, 
Cleveland, will deliver the invocation 
preceding the addresses and regular 
business of the second session. Thornton 
Cooke, whose work as chairman of the 
Committee on Taxation and chairman of 
the Special Committee on Section 5219, 
United States Revised Statutes, have 
brought him prominently before the 
banking fraternity of the country, will 
address the delegates at this session. 
The addresses will be followed by the 
report of the Nominating Committee, the 
election of officers and the report of the 
Resolutions Committee. 

The third session, on Thursday, will be 
privileged to hear two important ad- 
dresses, one by Fred W. Sargent, presi- 
dent of the Chicago & North Western 
Railway Company, and the other by 
Fred I. Kent, director of the Bank- 
ers Trust Company and chairman of the 
Commerce and Marine Commission. The 
invocation will be delivered by the Rt. 
Rev. Msgr. Joseph F. Smith, Vicar Gen- 
eral Cleveland Diocese. The new offi- 
cers of the Association will be installed 
at this session. 


State Bank Division 


HE first of the division meetings 

will be opened on Monday morning, 
September 29, in the ballroom of the 
Cleveland Public Auditorium by Dan V. 
Stephens, who will deliver his annual 
address as president of the division at 
that time. 

The program of the state bankers in- 
cludes four addresses: 

“Facts and Factors in Bank Manage- 
ment,” by John J. Driscoll, Jr., of Driscoll, 
Millett & Co., Philadelphia; “The Prac- 
tical Value of Regional Clearinghouse 
Associations,” by James C. Bolton, pres- 
ident, Alexandria Bank & Trust Co., 
Alexandria, La.; “Better Banking Prac- 
tices,” by W. D. Shultz, vice-president 
and cashier, Commercial Bank & Trust 
Co., Wenatchee, Wash.; “Credit Bureaus 
—a Safety Factor,” by C. F. Schwenker, 
Commissioner of Banking, Madison, Wis. 

As is customary there will be a gen- 
eral discussion after the addresses and 
the reports of the various committees, 
the session terminating with the election 
of officers. 

On the first day of the Convention 
the National Bank Division will also 
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hold its session, meeting at 2 p. m. in 
the ballroom of the Auditorium, with 
President John W. Barton in the chair. 
There are four formal addresses, in ad- 
dition to that of the president, on this 
division’s program, as follows: 
“Banking and Other Things,” by Craig 
B. Hazlewood, vice-president of the First 
National Bank of Chicago; addresses by 
O. Howard Wolfe, cashier of the Phila- 
delphia National Bank, Philadelphia, and 
Charles F. Collisson, of the Minneapolis 
“Tribune,” Minneapolis; and the report 
of the Committee on National Bank Re- 
search by George H. Hamilton, vice-pres- 


F. W. Sargent, 
President, Chicago & Northwestern Rail- 
road System 


ident, Fourth National Bank, Wichita, 
Kan. 

The election of officers concludes the 
session. 


Trust Company Division 

UESDAY afternoon, September 30, 

at 2 o’clock, the Trust Company Divi- 
sion meets in the ballroom of the Audi- 
torium and will listen to the address of 


John C. Mechem, its president. An im- 
portant feature of the program of this 
division is an open forum for the dis- 
cussion of current fiduciary topics. That 
will follow an address on “The Impor- 
tance of the Trust Department to the 
Bank,” by Robert F. Maddox, Chairman 
of the Executive Committee, First Na- 
tional Bank of Atlanta, Atlanta, Ga., 
and an address on “Radio and the 
Trust Idea,” which will be delivered 
by Milton H. Aylesworth, president 
of the National Broadcasting Com- 
pany, New York. Several committees 
working on important trust company 
problems will present their reports and 


new officers will be chosen for the ensu- 
ing year. 


State Secretaries Section 


HE State Secretaries Section will 

meet at 2 p.m., Tuesday, September 
30, in the Empire Room of Hotel Cleve- 
land, with M. A. Graettinger presiding. 
The program includes nine brief ad- 
dresses as follows: 

“Banking’s Greatest Asset,” Paul P. 
Brown, secretary, North Carolina Bank- 
ers Association; “Increasing That Asset,” 
Ben Aley, president, American Institute 
of Banking; “Cards on the Table,” Miss 
Forba McDaniel, secretary, Indiana 
Bankers Association; “The Meat of the 
Nut,” W. G. Coapman, secretary, Wis- 
consin Bankers’ Association; “The 
Leaven at Work,” George A. Starring, 
secretary, South Dakota Bankers Asso- 
ciation; “Insurance Perplexities,” W. F. 
Keyser, secretary, Missouri Bankers As- 
sociation; “Fighting the Foe,” W. W. 
Bowman, secretary, Kansas Bankers 
Association; “Bank Education and the 
Public,” C. F. Zimmerman, secretary, 
Pennsylvania Bankers Association; “Sure 
—Taxes!” George Susens, secretary, 
Minnesota Bankers Association. 


Savings Bank Division 


USTIN McLANAHAN, president 
of the Savings Bank Division, will 
call the members of that group to order 
at 2 p. m., Wednesday, October 1, in the 
ballroom of. the Auditorium. There are 
three formal speeches on the program: 
“Investing Savings,” by Mr. McLana- 
han, the president; “The Limitations of 
the Personal Loan,” by Robert B. Um- 
berger, vice-president of the Personal 
Loan & Savings Bank, Chicago, and 
“Savings and Cycles,” by Leonard P. 
Ayres, vice-president of the Cleveland 
Trust Company, Cleveland. 

Several committees, which have done 
research work on problems affecting 
savings, will present their reports and 
new officers will be elected for the en- 
suing year. 


Bank Management Commission 


Under the auspices of the Bank Man- 
agement Commission, there will be held 
on Wednesday afternoon, October 1, at 
2 p. m., in Private Dining Rooms 32-34 
of the Hotel Cleveland, a conference of 
officers of clearinghouse associations. 
This conference will be held under the 
direction of C. A. Chapman, president, 
First National Bank, Rochester, Minne- 
sota, chairman of the Commission’s 
Committee on Clearinghouses and Clear- 
inghouse Functions. 


Entertainment 
ARIETY is the keynote of the en- 
tertainment program. On Sunday 
afternoon buses will leave the Cleveland 
Hotel at 2 p. m. for a tour of the city 
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and suburbs, stopping at the new Coun- 
try Club. Many other trips will be 
available to delegates wishing to visit 
Cleveland’s leading industrial plants. 
Details about these can be obtained from 
the information booth in the lobby of the 
hotel. On Monday there is planned a 
special motor trip for ladies to the 
Kirkland Country Club, where tea and en- 
tertainment will be provided. Automo- 
biles will leave the hotel at 2.00 p. m. 
and return at 5.30 p. m. 

A boxing exhibition has been arranged 
for Monday night at 8.30 in the Audi- 
torium. The list of events for this per- 
formance has not been limited to boxing, 
and ladies are invited to attend. 

“Next to Nothing” is the name-of a 
musical fashion revue which has been 
arranged for the ladies. It will be given 
the first time at 2.15 p. m. Tuesday in 
the Music Hall of the Public Auditorium 
and, again at 2.15 p. m., Wednesday, in 
the same place. Thursday afternoon at 
2.30 will be held an auction of the ap- 
parel displayed at both revues. 

The polo matches and riding exhibi- 
tion are scheduled for Tuesday evening at 
8.30 in the Equestrium. Buses will leave 
the hotel at 8.00 p.m. Wednesday night 
at 9.00 is the grand ball. 

A motor trip to Akron has been ar- 
ranged for Thursday afternoon through 
the courtesy of Akron bankers, giving 
delegates an opportunity to visit the 
great rubber plants and the new Zep- 
pelin hangar. 

Thursday night at 8.00 there will be a 
concert by the United States Navy Band, 
led by Lieutenant Charles Benter. 

Friday is golf day. All entries for the 
tournament must be registered at the 
golf counter in the ballroom of the head- 
quarters hotel before 6.00 p. m. Wednes- 
day. The starting time for all entries 
will be posted Thursday morning. The 
tournament will be held at the Westwood 
Country Club, to which place regular bus 
transportation will be provided. 


Routes to Convention 


ALLTONIC Specials will leave Chi- 
om at midnight, Saturday, Sept. 

27, from La Salle Street Station, via 
New York Central and the New York, 
Chicago and St. Louis railroads, arriving 
at the new Union Terminal, Cleveland, 
Sunday morning about 8.30 or 9 o’clock. 
Pullman fares, one way, from Chicago to 
Cleveland are: 


Drawing room 
Compartment 
Section 


Reservations can be made through 
John R. Washburn, Continental Illinois 
Bank and Trust Co. of Chicago, or any 
banker in Chicago. 

The New York Central offers a choice 
of four fast overnight trains, eastern 
standard time, as follows: 


AMERICAN BANKERS ASSOCIATION JOURNAL 


September, 1930 


U. S. Navy Band of Washington, which will attend the A. B. A. Convention 


Leave 
New York 
Grand 
Central 
Terminal 


5 :30 p.m. 
6:30 p.m. 


Arrive 
Cleveland 
Union 
Terminal 


8:20 a.m. 
8:30 a.m. 


No. 19 Lake Shore Lim- 
ited 


7:45p.m. 8:35 a.m. 
11:10 p.m. 12:42 p.m. 


After Sept. 27 the Iroquois leaves 
New York at 11.50 p. m., and arrives in 
Cleveland at 12.42 p. m. For the con- 
venience of those attending the Conven- 
tion, the New York Central has arranged 
for special section, compartment and 
drawing room sleeping cars, on the above 
trains, Saturday, Sept. 27, and Sunday, 
Sept. 28. The following schedule applies 
to the “Lake Shore Limited”: 


Leave New York 
Grand Central Terminal. 
125th Street 
Harmon 
Poughkeepsie ........... 
Albany 
Schenectady 
Utica 
Syracuse 
Arrive Cleveland 
New Union Terminal.... 8:20a.m. 


Should the number of passengers war- 
rant, separate sections of any of these 
trains will be dperated. For reservations 
address A. L. Miller, Assistant General 
Passenger Agent, 466 Lexington Ave- 
nue, New York, N. Y., or other local 
New York Central representatives. 

The Erie Railroad operates a direct 
through train known as Train No. 5, the 
“Lake Cities Express” leaving Jersey 
City, 8 p. m., eastern standard time, 
arriving Cleveland, 1.40 p. m. For 
reservations address F. A. Waldron, 
Assistant General Passenger Agent, 36 
West 40th St., New York, N. Y. 

For members along southern tier 
points from Binghamton and points West, 
through cars to the Union Terminal, 
Cleveland, via the Lackawanna and the 


Nickel Plate Railroads, are available on 
a number of trains. An optional route 
is the Lackawanna to Buffalo, thence 
via New York Central to Cleveland. 
This, however, necessitates a change of 
cars at Buffalo. For information apply 
to the local ticket agent. 

For members attending the Convention 
from New York, New Jersey, Washing- 
ton, Maryland and Pennsylvania, the 
Pennsylvania Railroad will operate spe- 
cial equipment on the following sched- 
ules, leaving Saturday evening, Sept. 27, 
and arriving at Cleveland Sunday morn- 
ing: 

Saturday 


North Philadelphia 
Harrisburg 


Arrive Cleveland 

Also: 

Leave Washington 
Baltimore 
Harrisburg 


Arrive Cleveland 


If desired, Washington, Baltimore and 
central Pennsylvania members may join 
the New York and Philadelphia party 
at Harrisburg. For reservations apply 
to local Pennsylvania R. R. representa- 
tives, or to William E. Eastman, District 
Passenger Agent, 390 Seventh Ave., New 
York, N. Y. 

Reduced fares on the Identification 
Certificate plan have been authorized 
and these certificates have been distrib- 
uted to members by the Association. 
Summer ‘tourist rates, however, prevail 
from far western states. 


Bank Women Will Meet 


HE Association of Bank Women will 

hold its eighth annual convention in 
Cleveland, September 29 to October 2. 
Meetings will be held at Hotel Statler. 
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Financing the Farm Re-Equipment 


By C. M. HARGER 


In Five Years the Farms Have Been Refitted With New Equip- 
Implements of a Decade Ago Obsolete. 


Fashion of 


Having Power Machinery and Plenty of It, Whether or Not It Is 


N the wall of the office of the 
head of one of the great im- 
plement manufacturing firms 
hangs a page advertisement, 
the striking feature of which is a line 
in two-inch letters: “The Tractor Pulls 


the Farmer out of Debt.” It was used 
in advertisements all through the North- 
west. “I have received many criticisms 
regarding that advertisement,” said the 
official. “Bankers have written me that 
it is a false doctrine—that the average 
farmer cannot afford costly power ma- 
chinery and that, instead of it pulling 
him out of debt, it is plunging him into 
deeper obligations. My reply is that 
modern machinery is just as important 
to agriculture as it is to industry, and 
that it is just as foolish to try to hin- 
der the advancement of invention in the 
rural sections as it would be to try to 
send factories of the East back to hand- 
operated machines.” 

But the objection of the bankers went 
deeper than that. The financing of 
the producer in these days is becoming 
a complicated problem. It affects the 
bank’s standing among its customers 
and enters into its relations with the 
business interests of its community. 
What the urban resident does not real- 
ize is that the farm has in the past five 
years been almost wholly refitted with 
equipment. The machinery of ten years 
ago is obsolete. The gasoline era reaches 
not only into the transportation of the 
farm country but affects the simplest 
operations of the field. As a consequence 
it has been one of the important fac- 
tors in the assumption of new obliga- 
tions that have drained the producer’s 
buying power. 


Re-equipped Since 1926 


NE of the leading retail implement 

distributors of the Middle West de- 
clares that practically every farm in the 
interior has been re-equipped since 1926. 
“In the last four years has come a read- 
justment of production methods there,” 
he said. “This has come not merely be- 
cause the farmer desired up-to-date ma- 
chinery but from necessity. It is easy to 
say that the farmer should get along with 
his old implements drawn by horses and 
with the hired man walking behind. But 


Actually Needed, Spreads Rapidly. Banks Face Special Problems. 


the farmer cannot with present price 
levels make his land pay by such slow 
methods. If he tries to care for a large 
acreage, the labor cost is prohibitive. 
He sees his neighbor tilling double his 
own acreage with less labor and at lower 
cost. So he obtains more land, either 
by purchase or rental, and buys new im- 
plements to handle it—going in debt for 
both. An old-fashioned plow, harrow or 
drill or reaper cannot be used with a 
tractor—so there must be a new line 
throughout. A tremendous debt has been 
incurred in refitting the farms—and 
plenty of it is yet unpaid. Except on 
small acre units, practically all farm 
machinery used five years ago is junked.” 


Effect on the Local Bank 


HE effect on the local bank is, of 

course, immediate when the producer 
begins to re-equip his farm with mod- 
ern implements and thus uses his credit 
to pay on obligations that may be ex- 
pressed in hundreds or thousands, ac- 
cording to his ambitions. Tractors, 
trucks, combines and similar machines 
are expensive. The implement dealers 
have sought to have the local banks 
finance this new departure—but not 
very successfully. The manufacturers 
demand one-third down, one-third at mid- 
summer and one-third later. The dealer 
is expected to finance himself, if pos- 
sible, but he is not getting from the 
bank a rediscount privilege unless on 
very gilt-edged notes. If the dealer’s 
credit is not sufficient to carry his new 
load, the financing companies connected 
with the manufacturing firms handle the 
matter—of course, at a rate greater than 
would otherwise be obtained. 

Buying power and debt-paying power 
are limited to the producer’s net profit. 
If he is paying off notes given for new 
equipment, he cannot also pay the bank 
on current loans. The bank may refuse 
to finance the implement purchase, but 
the producer’s obligations nevertheless 
have a direct influence on the ability 
of the bank to assist in the operations 
of the farmstead. In the beginning of 
the movement to modernize the farm, 
banks were liberal in assisting the proc- 
ess. The farmer borrowed to buy mo- 
tor car, truck and other equipment free- 
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‘the open lands. 


ly. But the pressure became too great. 
The motor and truck financing passed 
to the corporations making a specialty 
of that activity; the implement line came 
next—but some of the older notes yet 
hung on, and with the call for payments 
from the financing companies and the 
dealers the bank watched its note case 
closely. 

It is a curious thing that the altera- 
tion in the producer’s methods has not 
resulted from his own initiative. It has 
come from the inventive genius of labo- 
ratories and test shops far removed from 
Centered upon reducing 
the man power needed to till the soil, 
and actuated by the possibilities of vast 
markets for new machinery, the skill of 
manufacturers of implements and other 
equipment for the farmstead has 
changed the entire complexion of the 
rural areas and has given to the farm 
states a new direction in their activities. 


Forced to Progress 


HE farmer thinks he has been re- 

sponsible for his new position. He 
thinks that he has originated new meth- 
ods in production by his own efforts. 
Actually he has been led into a changed 
course by the temptations placed before 
him by high-powered salesmen and the 
demonstrations of inventive genius. Take 
a recent instance: Out through the corn 
belt during the past spring and summer 
was being tried out by engineers of the 
manufacturing companies a new corn 
harvesting machine. It takes off the 
ears, removes the husks, shells the corn 
which is poured into a receptacle and 
grinds up the refuse, spreading it back 
on the field. The work that kept the 
farmer and his boys busy during the 
autumn and winter is done in a few days. 
The machine will revolutionize corn har- 
vesting. It will doubtless be sold by the 
tens of thousands during the coming 
year, though corn gathering is mostly a 
dull period occupation. 

When one producer modernizes his 
farm, the neighbors are interested and 
one by one they join in: the move- 
ment. It makes little difference whether 
or not it can be afforded—the fashion 
spreads. Yet it is not all fashion. The 


(Continued on page 247) 
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The World Does Not Know 
When to Applaud! 


was a refreshing change 
ee) in the cable news last month, due 
s to the reports of a princess born 
7H in Glamis Castle, Scotland. A 

thrill went through the whole 

British nation when it was announced that 
the fourth in line of succession to the throne 
had arrived on earth. 

People over there f 
news to each a 
other through 
a raging 
storm, a mo- 
vie house au- 
dience ran 
pell mell into 
the street, a 
crowd  gath- 
ered about 
the ancient 
castle, famed 
in story, and 
its miles of stone wall were pa- 
trolled by sturdy men. Tele- 
graph offices opened up for 
business and cars and motor- 
cycles dashed hither and yon in 
honest and serious haste. An 
interesting picture, all that, and 
there is a good omen for the 
world in the affection of the 
people for the new born babe. 

It is hard to appraise the in- 
fluence for good or ill of any 
life upon society, for even the judg- 
ment of the most sagacious observers 
may have too small an arc to follow 
any influence to its farthest reaches, so per- 
haps the good people of England and Scot- 
land may in their happiness be wiser than 
they know but—strangely enough—the 
great benefactors of the race have for the 
most part come into the world unknown 
and unheralded! 

There was in the same country James 
Young Simpson. He grew to be the Scot- 
tish physician who introduced chloroform 
into surgery. Who can calculate the millions 
he saved from agony and death! There were 


Burns and Scott and Peel, each of whom 
lived to confer lasting benefits on the 
world. 

So it has been in England. The coming of 
Shakespeare and Dickens and its other men 
of letters whose works still are living influ- 
ences in all generations were unnoticed as 
were also a long line of inventors, scientists 
and statesmen, all public benefactors. 

Great Britain knew not nor cared not 
when our own Edison was born, yet con- 
sider the influence that he has exerted on 
the British nation, and will exert as long as 
it endures. 

There were no beacon fires lighted when 
Abraham Lincoln was born. On the day after 
that event a man in the neighborhood is re- 
ported to have said, ““Nothing ever happens 

here!” Un- 
doubtedly 
during the 
first few days 
more money 
was spent on 
cableg rams 
concern- 
ing the event 
at Glamis 
Castle than 
Lincoln ever 
earned until 
well along in 
life. 


ET itis 

well that 

the world 

does not 

know when and where to bestow its plaudits 
and its acclamations. 

If it did, many a good man intended for 
some noble purpose might be spoiled and 
rendered useless, which leads to the thought 
that 

Obscurity is no calamity; it gives you a 
chance to work! 


September, 1930 
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Why Farmers Ask Tax Relief 


By ERIC ENGLUND 


U. S. Department of Agriculture, Washington, D. C. 


Rates Per Acre Levied on Agricultural Land Have Increased 


Since 1913 by 95 Per Cent in the East and 295 Per Cent in the 
Pacific States. Farm Organizations Seek Revisions in State Laws 


AXES on farm real estate in 
the United States this year 
equal the interest at 6 per cent 
on a mortgage of one-fourth the 

full value of all farm land and build- 

ings. The tax always is the first lien 
on the property and is a rapidly grow- 

ing “mortgage,” representing in 1913 

only 11 per cent of the full value, as 

compared with 20 per cent in 1924, 23 

per cent in 1927 and 24 per cent in 1929. 

This expression of tax levies in terms 
of mortgage equivalents is only another 
way of saying that in the United States 
as a whole, the tax rate increased from 
sixty-eight cents per $100 full valua- 
tion in 1918 to $1.22 in 1922, $1.37 in 

1927, $1.46 in 1928, and to $1.50 this 

year. This is due not only to the in- 

crease in taxes per acre but also to the 
decline in land values which was caused 
in part by mounting tax levies, but 
mainly by the depression in farm prices. 


Up 150 Per Cent 


VERAGE taxes per acre increased 

134 per cent from 1913 to 1924 
and 150 per cent from the pre-war year 
to 1929. The rate of increase varied 
among the different parts of the coun- 
try, from 95 per cent in the middle 
Atlantic states to 295 per cent in the 
Pacific states. 

The consequences of these mounting 
tax levies concern not only the farm 
owners whose contributions to the sup- 
port of state and local government are 
absorbing about one-third of the net 
rent of land, but also bankers and other 
holders of the present farm mortgage 
indebtedness of about $9,468,000,000 
and the general public who must face 
the problem of adjustment affecting our 
whole system of expenditures and 
taxation. 

The farm mortgage debt rests on 
about 36 per cent of all farms in the 
United States, 64 per cent being free of 
mortgage debt. In the case of about 
11.5 per cent of the mortgaged farms 
the indebtedness amounts to 75 per cent 
or more of the full value. The security 
behind this debt, and the owners’ equity 
in the unmortgaged as well as in the 
mortgaged properties are diminished by 


Whereby Net Income Will Be Substituted for General Property. 


Base of Plea 


ANKERS, who hold 

almost $10,000,000,000 
worth of farm mortgages, 
have a direct interest in 
any concerted movement to 
lighten the burden of taxes 
on agricultural real estate. 
Essentially, as this article 
points out, the problem 
rests on the fact that a de- 
creasing percentage of pop- 
ulation owns property that 
is easily taxed and that 
some new general principles 
must be evolved so that 
farmers will not carry an 
unfair load. 


the fall in land values. These values, 
expressed in current dolisrs, declined 
from 70 per cent above the pre-war 
level in 1920 to 27 pér cent above that 
level in 1925 and to 15 per cent in 
1930. This decline has been due large- 
ly to causes of the agricultural depres- 
sion other than heavy taxes, but the 
latter undoubtedly is an important cause 
of the fall in farm real estate values. 

It should not be overlooked, however, 
that good roads, better Schools, and 
other community improvements for 
which the farmer’s taxes have been 
spent may have helped to prevent land 
values from falling as low as they would 
have fallen if the tax money had been 
spent for other purposes less directly 
connected with the welfare of the farm 
community. It is doubtful, however, 
that the benefits of these improvements 
have offset more than a part of the 
depressing effect of taxes on land 
values. 
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Any explanation of the increase in 
farm taxes, or in taxes. generally, 
must begin with the fact that public 
expenditures have grown by leaps and 
bounds especially since 1915. Per capita 
expenditures of all state governments 
increased 148 per cent from 1915 to 
1927, representing a total increase of 
nearly $741,000,000, of which two-fifths 
was due to increased expenditures for 
education, one-fifth for highways, and 
only one-eighth for “general govern- 
ment” and “protection to persons and 
property.” The remainder of the total 
increase was distributed among chari- 
ties, hospitals, health and _ sanitation, 
conservation of natural resources, and 
minor miscellaneous purposes. A _ part 
of the increase in total taxes is due to 
higher prices and wages paid by the 
Government whose dollar, as that of 
the private citizen, buys less than be- 
fore the war. Aside from this, the in- 
crease in taxes is due only incidentally 
to increased cost of government as such, 
but mainly to expansions in _ specific 
services and improvements which the 
people collectively demand of govern- 
ment, 


Schools and Roads 


HIS is true also of farm taxes as 

shown by a division of the farmer’s 
“tax dollar” according to purposes for 
which it was spent in the years of most 
rapid increase in taxes. Of the total 
increase in farm taxes since 1914, nearly 
nine-tenths occurred from 1916 to 1923, 
primarily because of increased expen- 
ditures for schools and roads. In Kan- 
sas, a fairly representative agricultural 
state, total taxes on farm real estate 
inereased in this period from nearly 
$14,500,000 to $26,000,000. Of this in- 
crease, nearly one-half was due to the 
growth of expenditures for education 
and one-fourth to added expenditures 
for roads. Together, schools and roads 
accounted for three-fourths of the in- 
crease in taxes on farm property. 
While directly comparable figures for 
other states are lacking, general obser- 
vation and data already given for state 
governments suggest that throughout the 
country as in Kansas, schools and roads 
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Real estate tax per $100 full value of farm land and buildings; with 1913 comparison 


far outweigh all other expenditures in 
the total increase in taxes on farm real 
estate. 

The rapidly increasing state and lo- 
cal taxes have fallen primarily on that 
source of revenue —tangible property, 
mainly real estate—which is within easy 
reach of the present system of taxation. 
In 1922, the last year for which official 
data are available, this form of taxa- 
tion represented 79 per cent of all state 
and local taxes and 89 per cent of the 
local taxes alone. With this extensive 
reliance on the general property tax, 
which is largely a tax on real estate, 
it is inevitable that the mounting ex- 
penditures should fall heavily on farms 
and urban homes. 

Taxes on urban property, generally 
speaking, have risen more than on farm 
property. This does not mean, how- 
ever, that the burden on urban owners 
is greater. Taxes on city improvements 
are far more likely to be shifted as a 
part of rent or through other transac- 
tions than is the farm tax. Moreover, 
farm income is more dependent on land 
and other tangible property than is the 
income of the urban population. 


Where the Burden Rests 


HE question “who ultimately bears 

each of the various taxes?” involves 
some of the most complex problems in 
economics. This is true also of the 
diffusion of benefits of various expen- 
ditures. The fact that some people pay 
little direct taxes for local purposes does 
not necessarily mean that they are not 
paying indirect taxes. Also, they may 
be paying substantial amounts to the 
state and to the Federal Government. 
For this reason, new taxes proposed to 
supplement present revenues of state 
and local government should be consid- 
ered in their relation to national taxes, 
in order to avoid creating new and 


serious inequalities in attempting to 
remedy old ones. 

Revision of state and local taxes is 
a state problem from a legal and 
political standpoint, but for economic 
and ethical reasons any state program 
for fundamental revision involving new 
taxes should be considered in relation to 
national taxes. It is necessary also to 
take into account the general diffusion 
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and intermingling of benefits derived 
from expenditures by the national, state, 
and local units. Nearly every citizen 
gets daily benefits which he would find 
it difficult to distinguish as resulting 
from the expenditures of one or of 
another taxing jurisdiction. Roads af- 
ford an example of this fusion of bene- 
fits. National, state and local taxes are 
“pooled,” so to speak, in the construction 
and maintenance of our principal roads. 
The same could be said of important 
parts of our system of public education 
and of research, especially research in 
agriculture. In a real sense, therefore, 
taxes levied by local, state and national 
authority are levied for a common pur- 
pose and should not be considered as 
wholly distinct and unrelated. 


Chiefly Local Levies 


INCE a comparatively small part of 
S ihe farmer’s property taxes, prob- 
ably not more than 5 to 10 per cent, is 
paid to the state governments, local 
levies are primarily responsible for his 
tax burdens. Certainly farmers pay lit- 
tle direct taxes to the national Govern- 
ment, under the present income tax ex- 
emptions. In common with other con- 
sumers, however, they pay indirect Fed- 
eral taxes—tobacco taxes, import duties, 
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Some Facts About Women 
in Banking 


By DOROTHY THORNE FULLERTON 


Institute of Women’s Professional Relations 


Nation-wide Survey Indicates Women Bank Officers Are More 


Numerous in Mississippi Valley Region Than Elsewhere. The 
Percentage of Women to Men Varies From Less Than 1 Per Cent 


HE increase in the scope and vol- 
ume of women’s activity in the 
world of affairs which has char- 
acterized not only the years since 
the World War but the whole early part 
of the twentieth century has given rise 
to new fields of business for banks and 
new means of developing these potential 
sources of growth. As a direct result 
the number of women of professional 
status in banking has slowly but stead- 
ily mounted. In banking the line is less 
sharply drawn than in the older pro- 
fessions between the apprentice who is 
winning his spurs by experience and the 
person of acknowledged professional 
standing; but though less distinct the 
line is well recognized within the “trade” 
(as the census has classified banking, 
with persistence if not discrimination), 
and it is no longer unusual to find 
women among the officers of banks. 

Just what is the extent, however, of 
the part played by women in the bank- 
ing business today has not been made 
clear. It has been the subject of a 
great deal of rather vague generaliza- 
tion, often based on very little compre- 
hensive and definite information. Few 
facts have been made available as to 
the number of women holding responsi- 
ble positions in banks, the kinds of work 
they are doing, or the degree of success 
they have experienced. 


A Representative Group 


S one step toward assembling some 

authentic data on these points, an 
analysis of a group of 3,619 women offi- 
cers of banks in all parts of the United 
States was recently made by the Insti- 
tute of Women’s Professional Relations. 
This analysis does not include the total 
number of women bank officers, but it 
does afford definite facts and reliable 
figures—a tangible basis for intelligent 
discussion. The analysis is preliminary 


to an extended study now being made 
of the question, “What need, if any, 
have the banks for young women of 
character, poise and common sense, and 
what previous education or training will 


in Arizona to More Than 5 Per Cent in Kansas and Indiana. 


What They Do 


OMEN in _ business 
have been a favorite 
theme of writers ever since 
the war but, for the most 
part, information about 


them has been based on 
nothing more dependable 


than hearsay, sentiment or 
hope. In this article the 
author has examined the 
actual records of 3,619 
feminine bank officers and 
extracted a number of 
essential facts. More than 
three-fourths of the total, 
she finds, hold the position 
of assistant cashier. 


prove most helpful as a background to 
the experience in the bank, which, with 
the courses of the American Institute 
of Banking, constitutes the recognized 
professional training for banking?” 
The group under analysis consists of 
3,619 women listed in a recognized bank- 
ers’ directory. This, of course, does 
not include all women bank officers be- 
cause many women are listed by the 
initials only of the given name and others 
have given names which are used also 
by men, as Marion, for example. Both 
classes are excluded from the group. 
The number is sufficiently large, how- 
ever, and is based on a sufficiently broad 
selection (all names exclusively femi- 
nine) to afford a representative cross- 
section of the entire body of American 
women bank officers. Whatever trends 
are indicated by the statistics of this 
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group may fairly be taken as applicable 
to the whole. 

“Go to the Middle West, young wo- 
man, if you want to be a _ banker.” 
Thus the directory seems to parody 
the famous advice of Greeley. The 
states of the -Mississippi valley far 
exceed those of any other section of the 
country in the number of women each 
contributes to the group. [Illinois with 
836 women bank officers in the group, 
Missouri with 254, Kansas with 238, In- 
diana with 225 and Ohio with 160 indi- 
cate a far different situation in regard 
to the appointment of women as bank 
officers than is evidenced in the repre- 
sentation of New York with ninety 
women in the group, Pennsylvania with 
ninety-four, Massachusetts with thirty- 
six, North Carolina with fifty-seven, or 
Florida with twenty-six. The Pacific 
coast also indicates conservatism in this 
regard, California contributing ninety- 
eight women to the group, Washington 
forty-three, and Oregon forty-one. The 
mountain states, from Nevada and Ari- 
zona with one and two respectively, to 
Montana with twenty-six and Colorado 
with thirty-one, might be expected to 
show smaller numbers as they have not 
the large centers of population nor the > 
same banking resources as most of the 
other states. If the forty-eight states 
are ranked in the order of the number 
of women bank officers they contribute to 
the group under analysis, the first thir- 
teen states are all-in the Mississippi 
basin. Fourteenth in this ranking, Cali- 
fornia is the first to break the ascen- 
dancy of the Mississippi valley; Penn- 
sylvania is fifteenth and New York 
eighteenth. 

Absolute numbers are, however, of less 
importance than percentages in making 
comparisons of situations in different 
places, as mere size would, of course, 
materially affect total numbers in each 
state. The ratios, a clearer index of the 
situation in each case, show a similar 
predominance of the central section of 
the country. Comparing the number of 
women in the selected group in each 
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state with the total number of bank of- 
ficers, both men and women, in the state, 
at the time (January, 1929), we find 
that the ratio varies from less than 1 
per cent in Arizona, Nevada, New Jersey 
and Vermont, to more than 5 per cent 
in Kansas and Indiana. Arkansas, Ken- 
tucky and Missouri show a ratio of be- 
tween 4 per cent and 5 per cent, while 
Illinois, Iowa, Michigan, Wisconsin, 
Nebraska, Oklahoma and Tennessee, to- 
gether with two mountain states (Mon- 
tana and New Mexico) and one Pacific 
state (Oregon) show a ratio of between 
8 per cent and 4 per cent. The group 
having ratios between 2 per cent and 3 
per cent includes sixteen states of which 
six are Mississippi valley states, four 
South Atlantic, four mountain states and 
two Pacific coast states. California just 
climbs over the line into this group, 
having a ratio of 2.01 per cent. Of the 
thirteen states having next to the low- 
est ratio, five are New England states, 
five Middle Atlantic, two South Atlantic, 
and one Mississippi valley. Massachu- 
setts, New York and Pennsylvania are 
in this group. 


One Woman to 35.6 Officers 


AKEN individually, these ratios 
must not be regarded as conclusive, 
for they are not based on total number 
of women bank officers in each state, but 


upon a group which, though large, is 


incomplete. Taken together, however, 
the ratios clearly indicate where the de- 
mand for women bankers in the business 
life of the community has been greatest, 
and where that demand has maiie itself 
least evident. For the country as a 
whole the ratio between our group of 
8,619 women officers and the total num- 
ber of bank officers, both men and 
women, in the entire country, is 2.8 per 
cent, or one member of the group to every 
85.6 officers. This average is well be- 
low that of the central section, and above 
that of either coast. As compared to 
the total number of banks in the country 
at the time of the analysis, there was 
one member of the group to every 7.3 
banks. 

In the central and south central states, 
then, it is evidently more general, both 
numerically and relatively, for women 
to become officers of banks than it is in 
the East or the West. Other aspects of 
the situation, however, develop inter- 
esting facts to be considered. 

What positions in their banks do these 
8,619 women hold? Assistant cashier 
claims 2,799, or 77.3 per cent. Cashier 
is the office held by the next largest 
number of the group, 285, or 7.8 per cent 
being cashiers of their banks. Vice-presi- 
dents number 197, or 5.4 per cent. Tak- 
ing these three offices together, vice- 
president, cashier and assistant cashier, 
we find that 90 per cent of the entire 
group of more than 3,600 women are 
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holding one of these three offices. Chair- 
men and presidents of banks make up 
2.2 per cent of the group, numbering six 
and seventy-four respectively. The re- 
maining 7 per cent of the group is di- 
vided among more than a dozen differ- 
ent titles. 


Six Chairmanships 


HE distribution in detail is as fol- 
lows: 


Office 

Chairman of the Board 

President 

Vice-President 

Cashier 

Assistant Cashier 

Secretary 

Assistant Secretary 

Treasurer 

Assistant Treasurer 

Secretary and Treasurer 

Assistant Secretary and Treasurer 

Trust Officer 

Assistant Trust Officer 

Miscellaneous 

The miscellaneous group includes 
seven auditors, four escrow officers, nine 
managers of branches and nine assis- 
tant managers, one title officer, one as- 
sistant title officer, two assistants to the 
president. A few who carry the title of 
manager of the women’s department, 
manager of new business and manager 
of savings department were included 
here, although not usually ranked as offi- 
cers of their banks, because they were 
so listed by the directory. These num- 
ber less than fifteen. 

In tabulating the distribution of the 
members of the group under analysis by 
the office held and by states, the indi- 
vidual characteristics of certain states 
stand out sharply. In the central states, 
for instance, where the percentage of 
women officers is, as we have seen, much 
higher than in other parts of the coun- 
try, the variety of offices held by women 
is fairly narrow. Except in Illinois and 
Ohio, the great bulk of the women offi- 
cers are assistant cashiers, cashiers and 
vice-presidents, with a limited field out- 
side of these three offices. Oklahoma 
has the narrowest range, distributing 
her 109 women of the group in only four 
different positions—president, vice-presi- 
dent, cashier and assistant cashier. Mis- 
souri with 254 women in nine different 
offices has, besides the four just men- 
tioned, secretary, assistant secretary, as- 
sistant treasurer, assistant trust officer, 
and one manager of savings department. 
The other states of the section fall be- 
tween these two extremes, with five, six, 
seven or eight different offices repre- 
sented. 


Some Are More Varied 


N those states with the larger cen- 

ters of money and population, how- 
ever, a somewhat more varied field seems 
to be open to women. Illinois with her 
336 women in the group under analysis 
has eleven different executive offices rep- 
resented, Ohio twelve. Outside the cen- 
tral section, we find California with her 
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ninety-eight women in eleven different 
offices, Pennsylvania with ninety-eight in 
twelve different offices, and New York 
with ninety in thirteen different official] 
ranks from president to auditor. 

Massachusetts, fourth in bank depos. 
its, has a narrower range in the offices 
held by women of the group than any 
other leading state, only seven different 
titles being represented. It is interest. 
ing, however, to note the different em- 
phasis in Massachusetts, where a re- 
markable concentration is shown in the 
rank of assistant treasurers; of the 
thirty-six members of the group in 
Massachusetts, twenty are assistant 
treasurers of their banks. This state 
apparently has more demand for women 
in trust companies and savings banks 
than in commercial banks. 

State banks claim by far the largest 
number of women officers in our group, 
national banks next, and savings banks 
the fewest. For simplicity in this analy- 
sis state banks include state commercial 
banks, loan and trust companies, and 
private banks; savings banks are classi- 
fied separately. Of 3,569 women officers 
classified according to the kind of bank 
with which they were associated in Janu- 
ary, 1929, 2,571 were in state banks, 
783 in national banks, and 215 in sav- 
ings banks. It is perhaps well to re- 
member in connection with these figures 
that, although comparatively few women 
seem to become officers of savings banks, 
the position of service director, not an 
officership, is nevertheless one of the 
widest fields of work for women in bank- 


ing. 
Chiefly State Banks 


CCORDING to the report of the 
comptroller of the currency for 
1928, the date nearest that of this analy- 
sis, there were 26,213 reporting banks. 
Of these 29 per cent were national banks, 
65 per cent were state banks (as de- 
fined above) and 5 per cent were sav- 
ings banks. To theorize for a moment, 
if there were one woman officer in every 
bank in the United States, we might 
expect to find the total body of women 
officers divided in like proportion—29 
per cent in national banks, 65 per cent 
in state banks, and 5 per cent in sav- 
ings banks. Comparing the group under 
analysis with this hypothetical distribu- 
tion, we find that of 3,569 women officers, 
22 per cent are in national banks, 72 
per cent in state banks, and 6 per cent 
in savings banks. The variations from 
the theoretical proportion suggest that 
the call for women officers is relatively 
much more limited in national banks 
than in state banks, or savings banks, 
and that the most promising field for 
the ambitious woman banker lies with 
the state banks. 
We have found that women have been 
made officers of banks in all states, that 
(Continued on page 228) 


Profitable Lumber Farming 


By OLIVER WESSON 


First Timber Crops of Areas Reforested Under Government 
Auspices Now Being Harvested. Privately Operated Mills Buy 
the Logs and Pay Cash for Them as Fast as They are Removed. 
A $5,000,000 Industry has Grown up in New Black Hills Region. 


CLOSE approach to its long-held 
ideal of establishing tree farm- 
ing as a going American indus- 
try is being made this year by 

the Federal Forestry Service. Since at 
least thirty years must elapse in tree 
cropping between planting and harvest- 
ing, this type of agriculture—upon 
which the world eventually may come to 
depend for wood supply—bears an aspect 
wholly distinct from that of the related 
but more commonly practiced operations 
which yield food, textiles, fur and hides. 
Nevertheless, there is clear kinship 
among all forms of cultural enterprise 
which aim at stimulating natural bounty. 

In 1930 the slow procession of the 
years rounds out what is probably the 
first full cycle of a forest’s life under 
governmental cultivation in America; 
where the span of the tree from seedling 
to mature timber has been attained com- 
pletely under human direction. It is 
rather heartening to find that as the 
long accounts of money investment, out- 
go and income in connection with the 
process are cast up, they give good 
ground for the conclusion that in the 
United States the operation of forests 
under competent management should be 
a sound and profitable avenue through- 
out the future for the engagement of 
men and money. 


New Areas Planted 


HIS first fruition from a forest 

farm of commercial size is being 
attained, curiously enough, far from any 
of the continent’s many regions of na- 
turally good timber supply. Where the 
Black Hills of Dakota thrust themselves 
suddenly up from the long slope to the 
Rocky Mountains, right in the center of 
the relatively treeless stretch which runs 
North and South from the Arctic to the 
Mexican Gulf, natural conditions do per- 
mit a moderate forest growth. It is 
this possibility that has first come to 
satisfactory human exploitation. 

Lumber has always been a compara- 
tively difficult and dear commodity to ob- 
tain on those great prairies. Here pio- 
neering in forestry met sympathy and 
support from the start of the Govern- 
ment’s enterprise, back toward the close 
of the nineteenth century. Here now 
begins the first large-scale reaping of 


The New Way 


UMBERING operations 
once swept like a blight 
over magnificent forest 
areas, but at least a begin- 
ning has now been made 
with a better method. Oliver 
Wesson describes the sys- 
tem whereby reforested 
regions are yielding a profit- 
able amount of timber with- 
out in any way jeopardiz- 
ing the young trees. The 
Government now owns more 
than 150 new forests where 
special provisions have been 
made to fight pests and fire, 
and permanence of timber 
supply is the chief object. 


a true timber crop, man-nurtured from 
its inception. 

“Looking over the returns from the 
150-odd national forests now being main- 
tained in the United States, it appears 
that the Black Hills forests are reach- 
ing now more nearly the full theoretical 
utilization of their capacity for timber 
production than is any other timber area 
the Government controls,” commented 
Edward E. Carter, Associate Federal 
Forester, who has spent many years as 
an executive of the service. “We are 
rounding out the full circles of planned 
timber production, beginning the cutting 
of mature trees which themselves suc- 
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ceeded an earlier, natural forest stand 
that was cut off with a view to insuring 
natural reproduction and a perpetual, 
managed timber supply.” 

Before introducing the figures which 
test the economic soundness of the per- 
formance, some facts as to conditions 
and methods may be set down in the 
hope of aiding comprehension. Trees 
that grow on the Black Hills are species 
of the western yellow pine. Compared 
with the vanishing white pine of the 
North, the great fir of the Pacific Coast, 
the longleaf of the South, and the Cali- 
fornia redwood,—those aristocrats of the 
lumber world,—they make but poor tim- 
ber. Yet their product is not scorned, 
indeed, it will ever be in demand 
throughout the prairie country in the 
heart of which the hills are set. 


Has Varied Uses 


NY competitive wood must pay a 

transport toll based on thousands of 
miles of rail haulage. They do make us- 
able boards for a board-hungry region; 
and they serve adequately for railroad 
ties; for fence posts; and for mine tim- 
bering. The greatest single gold mine 
on the American continent, the Home- 
stake property, has, during more than 
a half century of continuous extraction, 
propped up its immense artificial under- 
ground caverns with the Black Hills. 
wood. 

Next, in the management of this forest 
crop there can be no clean-sweep harvest- 
ing of the kind that the ordinary farm 
operation entails yearly for the lesser 
plants. The forest man of necessity 
works by an opposite principle. He 
strives to keep seedlings, saplings, poles 
and mature trees in proper if complex 
association, maintaining above all the 
true forest cover over the region he gov- 
erns. Moisture and shade must be con- 
served at any bearable expense in lumb- 
ering, since nature does the planting, 
and since the reproduction growth will 
only offer itself and survive where these 
essential forest needs are carefully pre- 
served. So the inexperienced observer 
who chanced into the hills this fall where 
the true timber harvest is under way 
would assume, if not expertly informed, 
that the cutters were merely thinning 
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out an uneven timber stand. Axes will 
play musically for awhile among the 
mature trees of copse, interrupted only 
as the high call of “timber!” warns 
workers to clear the way for the slash- 
ing downfall of each doomed tree. Yet 
the woodsmen will saunter elsewhere be- 
fore any copse is half cleared, perhaps 
to begin slashing  discriminatingly 
through a rank of close standing young 
poles, perhaps to repeat elsewhere the 
performance first described. Boughs and 
tops stripped from the fallen trunks will 
get themselves compactly heaped; and 
wise, slow-moving horses hitched to the 
clean logs will drag them circuitously 
but with care, around stumps, young 
trees, and patches of sprouting seedlings 
that make up the forest floor to the 
margin of a forest road. 


Workers Move On 


HERE motor trucks pick up the 

loads, and, as the lumberers draw 
slowly off and the sound of voice and 
tool and motor fades in the distance, the 
silent pervading spirit of the forest re- 
gains instantly possession of an area es- 
sentially unchanged,—substantially the 
same as it was before the transient ac- 
tivity of man. No tree, young or old, 
goes to its destruction and upon man’s 
service unless its demise is craftily plan- 
ned; unless it is sure that its removal 
will enhance or -at least not break the 
proper combination of sun, shade, and 
wind protection that its successors must 
have if trees are to occupy the land for- 
ever. 

Very different is Black Hills lumber- 
ing—representing as it does the begin- 
ning of ultra-modern wood utilization— 
from the earlier types of similar 
enterprise. In older days and 
other places the cutters swept 
locust-like through the virgin 
stands of primordial timber the 
continent offered, leaving behind 
them waste areas of spoiled coun- 
try which too often have proved 
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hopeless thereafter for habitation. This 
discriminating removal of trees with 
meticulous care for the future of 
seedling, sapling, seed-bearer, and 
shade-furnisher, must always be ex- 
pensive. But this kind of cutting un- 
der forest control, it happens, is the 
most favorable guarantee of durabil- 
ity for industrial operations. The fa- 
miliar story of more primitive forest 
assault by mankind is widely known; 
as the great trees went down and the 
flashing saws consumed them utterly, 
the future of the region was related in 
shrinking population, half - empty 
towns, relapse by every test, sometimes 
relapse irrecoverable. 

Not so on the Black Hills. There 
are now in this area about 150 saw- 
milling units of lesser and greater size, 
most of them portable, all of them in 
private hands—the Government 
stops with the growing of the trees 
—all of them looking to an indefi- 
nite future of year-round activity. 
For the plan of utilization is laid 
out in what the forester 
calls “circles,” four or five 
of them spread gigantically 
over 1,250,000 
acres. Mills will 
move once in two 
or three years to 
the areas of most 
vigorous cutting, 
but they and their 
dependent  work- 
ing and supplying 
population can 
see the future 


desirably 
stretching 

out ahead in 

a degree that is 
seldom vouchsafed 
to humans com- 
mercially engaged. 
The trees they 
feed upon are per- 
petually being re- 
newed, and _ this 
summer a few of 
the whirling buzz- 
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saws were 
ting 


cut~ 
through 
logs on the self- 
same spots that 
they or their prede~ 
cessors cleaned off 
thirty years ago. 
Now, how does this. 
novel operation show 
up on the books? Does 
it meet the cold test 
of dollars and cents 
return sufficiently to 
justify the outlay and 
the waiting of a gen- 
eration? Emphatically, 
and with little qualification, the answer 
is in the affirmative. Governments do not 
keep accounts on the basis which private 
capital necessarily adopts; but even by 
the more rigid return requirements that 
corporation management would impose, 
the Black Hills figures are entitled to. 
favorable rating. As the period of op- 
erating return has intensified activities 
upon them, two forest organizations have 
been created, one known as the Harney, 
the other retaining the old territorial 
name. For the fiscal year ending July 1 
total receipts on the Harney amounted to 
$123,064, having grown from $116,190 
in the previous year. Operating expenses. 
of all kinds, including a proportion of the 
expense of managing all the forests of 
the country, amounted to about $52,000 
in each of those years. 


Depression Proof 


N the Black Hills Forest proper, re- 

ceipts for the latest year are $68,156, 
compared with $64,651 the previous year. 
They are balanced by expenses of just 
about $49,000. On both divisions, the 
figures of receipts can be conservatively 
estimated as certain to increase; and 
right now the Harney figures are show- 
ing better than 100 per cent operating 
return. These are results attained dur- 
ing a period clouded in the United States 
and the world at large by industrial de- 
pression. Despite that depression there 
is a demand for all the timber good 
management policy will allow to be tak- 
en from the Black Hills stands. 

Prices currently received for the trees,. 
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it happens, are just about what they 
were thirty years ago, ranging from 
$1.50 to $6 per thousand feet on the 
stump, and in those figures are incor- 
porated the costs of strict care and selec- 
tion in lumbering that insures forest re- 
production. The industry which converts 
the trees to lumber, timber, ties and fuel 
will gross around $600,000 from its out- 
put, and will support, directly and in- 
directly, a permanent human population 
of perhaps 3000. Not great totals, these, 
put they attach to an enterprise just en- 
tering its era; they are marked so far 
as human foresight enables determina- 
tion with every attribute that denotes 
probability of slow expansion through 
the decades. 

Many difficulties assail the path of one 
who attempts to analyze the records with 
a view to fixing figures for capital in- 
vestment upon which the operating re- 
turns can be applied. Gross income from 
the Harney and Black Hills Forests have 
been increasing for several years; in fact 
have been out of red ink over a decade. 
Much of what the Government treats 
as expense would be classed as capital 
investment by private accounting stand- 
ards, chargeable against operations of 
several years instead of against one. 
Such outlays as those entailed in road 
construction, stringing of telephones, 
and purchase of equipment, are clearly 
susceptible of such diminuation in any 
year. Modifying returns by that con- 
sideration, it appears that present op- 
erating profits from Black Hills forestry 
are possibly $100,000 per year. Short- 
cutting details of the demonstration, rec- 
onciling some very rough esti- 
mates, it is a tenable conclusion 
that the area represents an in- 
vestment of $5,000,000; that the 
operating profits at the moment 
represent about 2 per cent on 
the capital laid out; and that 
the profits can be expected to 
increase slowly during the next 
generation until they become 
equal to 4 or 5 per cent on 
that principal. 

Obviously, there are inciden- 
tal benefits to the general population 
from the maintenance of such a forest 
area that probably outweigh a return 
definable through any such calculations, 
though these are imponderable. Govern- 
ments are bound to prize such values as 
those attaching to the existence of 
recreation facilities of high desirability 
—President Coolidge spent a summer 
there in 1927—to the protection of hill- 
slopes from erosion, to the taxable values 
created in a dozen different directions, 
even when these values cannot be priced. 
But, aside from these factors, by the 
limited direct return in money, the fig- 
ures of Black Hills experience look most 
hopeful. Also, many relatively great ex- 
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penditures made in forestry pioneering 

in the Black Hills in the fighting of fire 

and pest, will never have to be dupli- 

cated, since organization, facilities and 

better knowledge have almost automatic- 

ally raised barriers to their recurrence. 
“There was a beetle pest out on the 

Black Hills in the early days,” Mr. Car- 

ter says, in an aside that lights up some 

of the problem, “which gave us great 

concern and cost the 

Government many, 

many thousands of 

dollars which 

we are not 

likely to en- 

counter in a 

serious fash- 


ion any more. The beetle’s job in the 
scheme of untrammeled nature was to 
harvest the mature timber,—such of it 
as did not succumb to lightning-set fires. 
He came along in his innumerable hordes 
just as the trees got old, and brought 
the mature stands to slow destruction 
while the young trees came up under 
their dying parents. We fought him 
down to a reasonable control point, dis- 
covering in the process that he was 
merely the natural destroyer of the aged 
among trees, whose custom through the 
milleniums had been to spring up into 
a plague every thirty or forty years, and 
make the world safe for young trees. 
Now man has succeeded the beetle as the 
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harvester of the Black Hills Forest, get- 
ting to the timber first and leaving the 
beetle to perish. The insect is unlikely 
ever again to plague the forests or 
their keepers, since the mature timber is 
destined to regular removal before his 
tribes can be nourished to infestation 
numbers.” 


Part Played by Banks 


BVIOUSLY there is natural jus- 

tice, now that man is culturing the 
crop, in the penalty meted the pine bee- 
tle. However, man’s contrivance in aid- 
ing the seedlings to sprout and in pro- 
tecting the habitation for their after- 
growth must be still supplemented in the 
harvest. The Government quits as the 
finished trees are offered for sale, and 
private enterprise takes hold with 
alacrity. Mill-operators purchase their 
stumpage in large amounts, and for cut- 
ting over long periods, but must pay 
cash on the spot as they remove the logs. 
Here step in the banks, largely, for the 
regular system of advances that carry 
a raw product through the weeks and 
months of conversion and travel to mar- 
kets. 


“Officially, of course, we have no hand 
in this financing,” Mr. Carter remarks. 
“The mill-operator is required to keep a 
cash deposit with the forest offices that 
equals a certain proportion of the total 
purchase he is making. As this is drawn 


down in accordance with the cutting he 
does, he is notified to replace it. We offer 
the timber at what are deemed fair mar- 
ket prices, considering accessibility of 
various stands, condition of timber, and 
costs of the kind of logging that will 
protect reproduction. Contracting 
loggers, supervising opera- 
tions of varying magni- 
tudes, take hold here and 
our responsibility in the 

main ceases. 

“Trees are chopped. 
down, turned into logs, 
skidded to main roads, and 

trucked, by motor usually, to the mills 
for final shaping. The plants in service 
run all the way from an open air gaso- 
line driven saw to structures so seeming- 
ly solid that only the initiate would rec- 
ognize their portable character. The 
greatest single use of the Black Hills 
timber is in railroad ties; and one of the 
greater midcontinent railroads has a big 
treating plant on a forest location, where 
its timber is impregnated with chemicals 
to retard rot.” 


The October Issue 


HE October issue of the AMERICAN 
BANKERS ASSOCIATION JOURNAL 
will contain, in addition to the usual fea- 
tures, a complete report of the proceed- 
ings of the annual Convention or the As- 
sociation in Cleveland Sept. 29 to Oct. 2. 
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The World’s Gold and Prices 


By NORMAN J. WALL 


Senior Agricultural Economist, Department of Agriculture, Washington, D. C. 


Efforts to Draw Analogy Between Current Commodity Decline 
and Similar Movements After Napoleonic and Civil Wars Said to 


Ignore New Conditions. 


England and America Alone Have 


Added Equivalent of $2,500,000,000in Metal Through Economies. 


HE sharp decline in commodity 

prices has served to focus atten- 

tion upon the long-term outlook 

for the price level. With a 14 
per cent decline since July, 1929, in the 
Bureau of Labor Statistics’ index of 
wholesale prices, the future movements 
of the price level may have a most im- 
portant role in influencing the volume 
of business activity. The main issue in 
dispute, of course, involves an interpre- 
tation of the current movement of prices: 
is it corroborative evidence that we are 
facing, after all, a protracted decline in 
the price level? 


History’s Evidence 


ANY statisticians seem to think 

that a protracted decline is as 
inevitable as was the long and continued 
deflation which followed both the Na- 
poleonic wars and the Civil War. The 
course of prices since the post-war peak 
in 1920 leads them to conclude that his- 
tory is repeating itself in the present 
period. Others, more theoretically in- 
clined, predict that the downward move- 
ment is unavoidable, due to the failure 
of the world gold output to keep in step 
with the normal growth of trade trans- 
actions. 

The contention that we are in for a 
period of continued deflation appears to 
have some validity when the movement 
of prices over the past few years is ex- 
amined. Looking at the Bureau of 
Labor Statistics’ index of wholesale 
prices, which at the height of the post- 
war level stood at 167, it is seen that 
in July, 1930, this index had fallen to 
the low level of 84. Some 550 individual 
price quotations are included in the 
series computed by the Bureau of Labor 
Statistics and their index shows that 
the average depreciation since 1920 has 
been 50 per cent. 

The current downward movement of 
prices is not merely an American affair 
—its ramifications are world-wide. 

The Statist index of British prices 
was given at 119 in July, with 100 in 
1913, and a war-time peak of 313 in 
April 1920. In sixteen months the price 
level has declined 15 per cent. German 
prices in the same period have fallen 
about 11 per cent; France has seen a 15 


Empty Threat 


ALK of a. gold famine 

and the failure of sup- 
plies from the mines to 
keep abreast of the world’s 
demand is groundless, says 
this writer. The machinery 
for counteracting any ten- 
dency toward shortage, he 
believes, lies at hand in the 
proper cooperation of cen- 
tral bank authorities. He 
goes a step farther and pre- 
dicts that a revival of brisk 
activity in world trade will 
result in an upward move- 
ment of prices regardless 
of the rate of increase in 
gold supplies. 


per cent decrease; while Sweden, Italy 
and Holland have experienced declines of 
15, 17 and 20 per cent, respectively. 

If, as the learned students of statis- 
tical curves contend, we are in just such 
a deflation period as that which took 
place following 1814 and, again, in the 
period from 1866 to 1896, the question 
arises as to how far this price decline 
may be expected to extend. In the ten 
years following the peak of the Civil 
War inflation period commodity prices 
declined 50 per cent and continued this 
downward movement for an additional 
twenty years, a total decline from 1866 
to 1896 having amounted to 67 per cent. 
Following the Napoleonic wars the price 
decline in this country was almost as 
pronounced; in a period covering thirty- 
five years the price level declined from 
its peak in 1814 by some 60 per cent. 

If somewhat similar relationships are 
to be experienced in the years imme- 
diately before us, proponents of the his- 
torical analogy would have us expect a 
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further decline in the price level which 
should come to a stop at about the level 
of 60, measured in terms of the current 
index of the Bureau of Labor Statistics. 
This further fall in prices seems all the 
more startling when it is remembered 
that the price level of 84 in July was 
lower than in any month since before 
the war. 

Surely such a decline as many statis- 
ticians anticipate would be a serious 
blow to our economic progress. What 
business man would look forward to the 
future with any degree of confidence if 
informed that over the next fifteen or 
twenty years wholesale commodity prices 
could be expected to decline approxi- 
mately one-third from their present level? 
While economies could be expected to off- 
set a small proportion of the lower 
selling prices, it would necessarily mean 
that profits, and eventually wages, 
would have to be readjusted to the new 
order of business transactions involving 
a reduced scale of prices. There would 
be no incentive to expand plant equip- 
ment to care for the constant increase in 
demand for finished goods that is or- 
dinarily to be expected. Reduced pur- 
chasing power would create a sentiment 
for a curtailment in the program of 
public improvements. Thus the flow of 
activity supplied by the creation of 
capital equipment would be largely lim- 
ited to replacement requirements: In- 
dustry would be employed upon a part- 
time basis. 

A protracted downward movement in 
commodity prices can be best visualized 
as an effective brake upon the wheels of 
industrial progress. Nothing much more 
than a horizontal trend of production 
such as existed from 1882 to 1896 could 
be expected. Such a static condition in 
the face of our existing wealth of natu- 
ral resources, plant equipment, and mass 
production methods would be tantamount 
to retrogression. Its results would be 
measured in diminished profits and ex- 
tensive unemployment. 


Between 1866 and 1896 


F we attempt to forecast the future 
trend of events upon the basis of 
historical trends in the past, it is quite 
essential that we should thoroughly un- 
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derstand the various factors that con- 
tributed to those particular movements 
from which we draw our analogy. Let 
us examine in greater detail, therefore, 
the price deflation which took place be- 
tween 1866 and 1896. Now the decline 
in prices in the United States following 
the Civil War is to be explained by a 
consideration of two distinct periods. No 
one will deny that the Civil War, with 
its war-time financial policy involving 
a suspension of specie payments, brought 
about an inflation which left our price 
structure at a considerably higher level 
than those existing in other important 
countries. This was clearly reflected in 
our depreciated exchange rates. The 
efforts, therefore, to bring our exchange 
back to par required that the price level 
should be brought into conformity with 
the international price structure. This 
was virtually completed before the res- 
toration of specie payments by this 
country in 1879. The more or less down- 
ward trend in prices during the period 
from 1866 to 1879, therefore, may be ex- 
plained as a contraction necessary to re- 
sume specie payments and place our for- 
eign exchange relations with other na- 
tions at an approximate par. However, 
our price level did not cease its down- 
ward movement at the conclusion of this 
period, but continued the decline for an- 
other sixteen years. 

World prices outside of the United 
States had not fallen from 1866 to 1873. 
From 1873 to 1896, however, there was a 
major downward movement. The de- 
crease in the price level of the United 
States after the resumption of specie 
payments thus coincided with the world- 
wide decline in prices and the explana- 
tion of that period is logically to be 
found in some factor that was common 
to the economic organization of all coun- 
tries. 


Klondike and the Rand 


EFINITENESS will be given to our 

analysis if this common factor can 
be isolated so that some effort at meas- 
urement may be attempted. If we ana- 
lyze the forces that caused prices to re- 
verse their trend after 1896, we discover 
that the dominant force in bringing 
about that reversal was gold. The dis- 
covery of the world’s greatest gold field 
in the Rand, followed later by additions 
from the mines in the Alaskan Klondike, 
gave to the world an augmented supply 
of gold that resulted in a subsequent up- 
ward movement in prices that continued 
for some twenty-four years. If the in- 
crease in prices is to be attributed to 
gold, we can logically suppose that per- 
haps the previous decline was due to a 
supply of that metal inadequate to meet 
the world’s monetary requirements. This 
phase of the problem leads us into a 
discussion of the arguments of those who 
contend that we are facing a declining 
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price level because of the failure of the 
gold output to keep step with trade re- 
quirements. 

If we are able to accept the gold sup- 
ply explanation for the period from the 
resumption of specie payments in 1879 
to the conclusion of the downward move- 
ment in 1896, we are in a position to re- 
ject completely about one-half of the 
theory that a war period, on the basis 
of previous historical trends, breeds a 
long period of declining prices. The de- 
flation period up to about 1879, we can 
accept as of war origin; the balance oz 
the downward movement appears to be 
due to another cause. Before attempting 
a measurement of this casual factor, 
however, let us review briefly the rela- 
tionship which exists between gold and 
prices. 


Cassel’s Analysis 


OLD of course, serves as the basis 

of our credit structure. In two 
forms, as commercial bank reserves and 
for coin and currency in circulation, there 
is exerted a demand for gold by monetary 
systems. This demand is based upon the 
necessity of providing the means of pay- 
ment required in effecting the exchange 
of goods and services. If the available 
supply is not adequate, restriction of 
credit relative to the demand for it takes 
place. How the contraction and expan- 
sion of credit brings about changes in 
the long trend movement of prices can be 
most clearly explained, perhaps, by con- 
sidering the normal requirements for 
gold. Let us see how the economist ana- 
lyzes this phenomenon. 

The relationship of the supply of gold 
to the secular movements, or long time 
trend, of prices, has probably been set 
forth most clearly by the Swedish econ- 
omist, Gustav Cassel. In attempting to 
measure the influence of the precious 
metal, Dr. Cassel sought two points 
separated by a considerable span of 
years at which the index of prices would 
be at approximately the same level. In 
1850 and in 1910 he found two periods 
that measured up to this test. Inas- 
much as the growth of production has 
shown a fairly consistent long trend 
growth, he reasoned that if prices were 
to be maintained at a stable level the 
gold supply must likewise increase at a 
more or less uniform rate. Calculating, 
therefore, the monetary supply of gold 
at the beginning and at the end of that 
period of sixty years he found that if 
the increase between the two periods had 
taken place at a uniform rate it would 
have been equal to an annual compound 
growth of 2.8 per cent. 

Naturally, the actual gold supply 
showed no such consistent growth and 
the proof of the problem lay in compar- 
ing the actual supply of gold to a the- 
oretical normal trend. The latter, of 
course, was calculated by taking the sup- 
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ply at the beginning of the period and 
securing successive annual figures by 
multiplying the previous year by 2.8 per 
cent. A comparison of the ratio between 
the actual and normal supply with the 
index of prices indicated that the latter 
followed the ratio. When the actual 
supply in relation to the theoretical nor- 
mal declined, prices fell below the level 
existing at 1850 and at 1910. Likewise, 
when actual supplies increased, relative 
to the normal level, the price index 
showed a corresponding rise. 

The influence of the gold supply upon 
price movements during the period cov- 
ered by Cassel’s test, appears, therefore, 
to explain substantially both of the major 
swings in the price level which were cen- 
tered at about 1896: the decline which 
preceded that date and the subsequent 
rise. 


Gold Now Under ‘‘Normal’’ 


WV he are then, chiefly concerned in 

discovering what is to be the effec- 
tive gold supply insofar as it may in- 
fluence the level of prices in the future. 
Here are some of the pertinent facts 
with which we must be concerned in our 
analysis: 

In 1913 the monetary gold supply of 
the world was placed at $7,728,000,000. 

In 1929 this was placed at $11,367,- 
000,000. 

If the monetary stock of 1913 had in- 
creased at a uniform rate of 2.8 per cent, 
in order to keep a stable price level, the 
total monetary supply in 1929 would 


been $12,021,000,000. 


Prices in 1929, however, were not at 
the same level as in 1913, but were ap- 
proximately 39 per cent higher; hence, 
the normal supply necessary to maintain 
a price level existing last year should 
have been approximately $17,710,000,000. 

The actual supply of gold existing in 
1929 was, therefore, $5,343,000,000 below 
the figure which was theoretically neces- 
sary to maintain the existing price level; 
that is, based upon the assumption of the 
required normal growth propounded by 
Dr. Cassel. 

Something, therefore, seems to have 
gone wrong in the analysis, for the same 
relationships which held true prior to the 
war do not seem to hold true at the pres- 
ent time, inasmuch as the price level is 
higher than the theoretical gold supply 
would seem to warrant. This, however, 
does not necessarily mean that the rela- 
tionship between gold and prices has been 
destroyed. What is really required in 
properly interpreting the relationship is 
an adequate explanation of the utilization 
of gold. It is particularly essential that 
we compare the pre-war’ requirements 
for the precious meta] withthe present 
demands exerted upon it, considering 
specifically not only the available supply, 
but also requirements for gold in the 

(Continued on page 230) 
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The Convention 


HE American Bankers Association Annual Conven- 

tion, which will be held in Cleveland September 
29th-October 2nd, will be, as always, a place of busi- 
ness opportunity for the progressive banker, but above 
and beyond that this year’s meeting should stand out 
from all others for the far-seeing banker, because 
many important changes in banking are inevitable. 
The discussion of these changes will be profitable and 
the conclusions reached should have an influence on 
the future course of business. 


Comparisons With 1929 


NE of the greatest handicaps business has had to 
face during the last few months has been the 
unfavorable effect of quarterly and semi-annual cor- 
poration reports. Naturally these suffer by inevitable 


contrast with the impressive totals of 1929, whereas’ 


there is no sound reason for using the distorted mir- 
ror of an abnormal year in which to look at, ourselves 
and judge of present conditions. 

Last January, when leaders were making their cus- 
tomary first-of-the-year predictions few of them had 
the foresight to suggest that the human habit of meas- 
uring progress strictly with an annual yardstick 
would, in this instance, have a depressing effect on 
trade sentiment long after the fundamental causes of 
recession had disappeared. 

Because 1929 was what it was—a year when cer- 
tain important economic laws seemed temporarily in 
abeyance—would it not be far more accurate to strike 
an average for the last three, four or five years and 
compare production and earnings figures for 1930 
with this average? In the case of railroads, for ex- 
ample, it would mean that we would consider car load- 
ings for 1925, 1926, 1927, 1928 and 1929. In this 
five-year period business was good and expanding. 
The average car loadings for the first half of each of 
these years totaled 25,048,294. The average loadings 
for the first six months of 1930 were 23,207,306. 

Comparing these two figures, we arrive at the con- 
clusion that car loadings thus far this year are run- 
ning about 7 per cent below the “line of normality” 
of the past five years. By using the loadings of the 
first six months of 1929 as the sole basis of compari- 
son, the decline this year exceeds 9 per cent. 

A similar method applied to the production of auto- 
mobiles, textiles, steel ingots, to foreign trade, or to 
any of the trade indices, would take away some of the 
gloom. 


Demand for Bonds 


T present the average price of bonds is approxi- 
mately 5 per cent above the low point reached in 
August, 1929, and is fully 8 per cent above the average 
level of prices at the beginning of 1925. It is sub- 
stantially higher: than the average of the last five 
years, being exceeded only during the latter part of 
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1927 and the beginning of 1928. The present level is 
approximately 2 per cent under the high water mark 
for bonds attained in January, 1928. 

In spite of this gradual and persistent firming of 
prices, and in spite of the rising volume of new bond 
issues, there is evidently a feeling in many quarters 
that the long-awaited revival in the bond market is 
still ahead of us, whereas to a great extent it has al- 
ready occurred. When stock prices collapsed a year 
ago bond men eagerly anticipated a flood-like demand 
from the public for safe, interest-bearing securities. 
When nothing of the sort happened, many of them 
were disappointed. The public showed no disposition 
to transfer its speculative enthusiasm to the bond 
market. 

Prices, however, particularly of the better issues, 
began to rise and continued irregularly upward until 
they are now at a level only 2 per cent below the 1928 
high. At the same time the volume of new corporate, 
foreign and municipal bond issues has expanded with 
a speed that would be extraordinary even in times of 
high prosperity. 

The total of new bonds and notes sold to the Ameri- 
can public during the first half of this year was 
$3,930,000,000, compared with $2,781,000,000 in the 
same period of 1929. These figures include all rail- 
road, industrial, public utility, municipal and foreign 
issues. In 1928 the total was $4,157,000,000, in 1927 
it was $4,555,000,000 and in 1926 was $3,298,000,000. 
In the offing there is an enormous volume of prospec- 
tive and projected foreign financing which may raise 
the total bond issues of 1930 to a new record level. 

A large part of these bonds have been added to the 
investment portfolios of banks. Those member banks 
which report to the Federal Reserve System have in- 
creased their holdings of this class of security to a 
point almost equal to 1928 and considerably above the 
highest figure reached in 1929. 


Capital Issues During Depression 


MONG the encouraging signs in the present situa- 

tion are the rate and character of new capital 

issues during the first half of 1930. The rate at which 
these are marketed has a dual significance. 

On the part of the promoter an appeal to the invest- 
ment market for funds is an expression of optimism in 
his own enterprise in particular and in conditions in 
general. On thé side of the investor the assimilation 
of new issues marks a correlative spirit of confidence 
and in addition is very tangible evidence of capacity to 
provide new capital sinews. 

During the first six months of the current year the 
net total of new issues amounted to $4,790,000,000, 
which is approximately $200,000,000 more than were 
marketed in the same period of 1929. The total for the 
latter period appears to be substantially greater at first 
glance but when the aggregate is subjected to the de- 
flating process we find it falls well below the total for 
the first half of the present year. 

That 1929 appears to be such an exceptional year is 
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largely because of the redundance of investment trust 
issues. However, the sale of an investment trust share 
cannot be considered a definite addition to the capital 
supplies of the market, for the proceeds are used in turn 
for the purchase of other securities which, but for the 
sale of investment trust stock, might have been pur- 
chased directly by the investor. The totals for new 
financing therefore should always be corrected for two 
elements, investment trust issues and refunding. 

Applying these corrections to the first half of the cur- 
rent vear we find that net new financing exceeds that 
of any other similar period in American history. Fur- 
thermore, bonds have recaptured a substantial part of 
that pre-eminence which they formerly enjoyed and 
there has been a wholesome resumption of foreign 
financing in New York. 


The Dogma of High Wages 


VERY age has its allotment of shibboleths and for- 
mulae which presumably mark the path of com- 
munity welfare. 

In no field does pure and undemonstrable theory hold 
such sway asin labor. Malthus held that uncontrollable 
population growth would serve always to maintain 
wages at a bare level of existence. 

A later school of economists maintained that a cer- 
tain inflexible fund was available for wage payments 
and any attempt on the part of one group of workers 
to raise their pay would necessarily and automatically 
lower the pay of some other group. 

Ten years ago dispute centered around the merits of 
the open and closed shop. Today all the emphasis is 
upon high levels of consumption and the maintenance 
of general wage rates which will give the worker the 
inclination and capacity to spend at a prosperity pace. 
It has become popular therefore to identify the welfare 
of the community with high wages. Employers them- 
selves have joined conspicuously in the approbation of 
this theory. Give the worker more pay and more 
leisure. This will provide him more money and more 
time in which to spend it. When he spends it he con- 
sumes the products of industry, the wheels of enterprise 
hum, the cost of production is lowered, dividends 
rise, ete. 

It is for this reason that an extraordinary quantity 
of editorial solicitude has been bestowed upon wages 
during the current recession in business. Will wages 
follow general prices and drop? Lest the fear become 
fact, the wisdom of the theory has been expounded anew 
and theaviews of captains of industry solicited in sup- 
port. 

In all the discussion little has been said of the human 
side. High wages have not been urged because they 
permit the worker some of those extravagances of exist- 
ence which are taken for granted by the more affluent. 
The theory that a high rate of wages is. necessary in 
order to stimulate rapid consumption and that this in 


turn is the sine qua non of prosperity calls for critical 
examination. There is room for some wholesome 
debunking. 


Vulture or Phoenix 


HE idiosyncrasies of the elements have converted 

some portions of this green land into a veritable 
Sahara. When the parched beds of mighty streams 
crack in the hot sun, when regions normally visited by 
ample rain receive no soothing downfall for eighty 
days, when the countryside changes prematurely to a 
harsh and unnatural brown, we may regard the phe- 
nomenon as one of those incidents of nature known as 
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an “act of God.” Although it hardly deserves to be 
classed with the famine, flood, pestilence and war of 
the Apocalypse, it is nevertheless sufficiently serious 
to provoke grave concern. 

It is one of the ironies of agrarian fate that this mis- 
fortune had to wreak its destruction upon corn rather 
than wheat. A surplus of corn rarely creates any prob- 
lem for the farmer. He feeds his stock more liberally 
and increases the size of the barnyard flock. More 
shoats are raised and they are permitted to become a 
little heavier before being marketed. - Corn is essen- 
tially a home crop throughout that great agricultural 
belt in which it is raised. The producer is usually his 
own consumer and excepting the effect which continuing 
surpluses may have upon the final crops into which corn 
is converted, a change in the price of the golden grain 
is devoid of those harrowing individual and political 
consequences which attend fluctuations in the price of 
wheat. 

Wheat occupies a distinct and very vital position in 
farm economy. Throughout the great temperate belt 
where general farming is practiced, wheat is usually 
the principal cash crop of the husbandman. He looks 
to the proceeds to pay the interest on the mortgage and 
the taxes. It is his annual ship and the price per bushel 
determines the size of the precious cargo. When the 
withering hand of the disastrous drought visits the 
farmstead and reduces or destroys the feed crop the 
substitution of the cash crop hardly commends itself 
to the farmer. 

The prolonged sterility of the heavens remains a 
tragedy and he is unable to discern those compensations 
which others have so freely read in this misfortune. 


Source of the Farm Problem 


HERE does the farm problem start? 

There is probably no limit to the number and 
variety of answers that the above question might elicit, 
if propounded to men everywhere throughout the coun- 
try, but “Scrutator” in the Chicago Tribune thinks 
that the creators of the farm problem are the alert 
farmers and their allies, the makers of farming 
machinery. 

“It seems to be a solid economic fact” he says, “that 
any attempt to maintain a larger proportion of a popu- 
lace in some particular line of endeavor than the 
competitive markets will support means lower stan- 
dards of consumptive income for those who seemingly 
are being helped. 

“The truth is that farming the world over is caught 
in the same process of mechanization that manufactur- 
ing has known for a long time. It is the alert farmer, 
with the able help of his allies, the makers of farm 
machinery, who has built up most of the farm prob- 
lem. He has found it profitable to use highly special- 
ized machines in his work. A natural result has been 
that production increased with the efficiency of labor 
and that prices tended to fall. 

“Such a situation in manufacturing could be met in 
only one way; the still further betterment of methods. 
This largely takes the form of improved machinery 
that lowers costs still more. It is apparent that some- 
thing so similar it can hardly be considered different, 
has occurred in agriculture, and that consciously or 
unconsciously the alert farmers are following the 
industrial cycle.” 

That line of reasoning raises anew doubts as to 
the final effectiveness of the efforts of the Federal 
Government to solve the farm problem by artificially 
stimulating prices. 


187 


i 


Acceptance Advantages of the 
New York Market 


By FREDERIC EDWARD LEE 


Professor of Economics, University of Illinois 


Formerly American Financial Trade Commissioner, London 


Signs Point to Increasing Three-Cornered Competition Between 
London, New York and Paris for the Profits of Financing World 
Trade. Tradition and Experience Said to Favor British Banks 
but Recent Trends Indicate Temporary Advantage with America. 


T is something more than a coinci- 

dence that the balance sheets for 

the British “Big Five” joint stock 

banks at the end of 1929, and again 
at the end of the first half of 1930, show 
a marked falling off in the volume of 
bankers acceptances outstanding, while 
for the same periods the returns from 
the leading American accepting banks 
show substantial increases. The figures 
themselves indicate that the gains in 
this field which the leading 100 Amer- 
ican accepting banks have made have 
just. a little more than offset the losses 
which the British “Big Five” with their 
8000 branches have suffered during the 
past eighteen months. 


Past Year’s Trend 


THE annual balance sheets for the 
British “Big Five” at the end of 1929 
revealed a decline of some £51,300,000, 
or $256,500,000, in the volume of bank- 
ers acceptances outstanding as compared 
with the end of 1928, while similar fig- 
ures for the total of American accep- 
tances outstanding on December 31, 1929, 
show a total of $1,734,000,000, represent- 
ing an increase over the corresponding 
date in 1928 of about $448,000,000. Sim- 
ilarly at the end of the first half of 1930, 
notwithstanding the business reaction 
and steadily falling commodity prices in 
both countries, the British banks’ re- 
turns indicate a loss in the volume of 
bankers acceptances of £69,600,000, or 
$348,000,000, while the American total 
was increased by some $280,000,000, over 
the figures for June, 1929, in both cases. 
It is recognized that the figures for 
the British “Big Five” joint stock banks 
—Midland, Lloyds, Barclays, Westmin- 
ster, and National Provincial—do not in- 
clude the whole of the bankers accep- 
tance business centering in London, for 
the old established acceptance houses of 
London and the so-called “overseas” 
banks with headquarters or important 
offices in London still do a considerable 
volume of acceptance business. On the 
other hand, however, it is also recog- 


A Large Gain 


MERICAN credits are 

being used more and 
more to finance the storage 
of goods abroad and ship- 
ments between foreign 
points. Also, the propor- 
tion of the total volume of 
foreign trade of the United 
States that is financed by 
domestic banks increases 
steadily. This examination 
of recent acceptance totals 
gives a clear picture of the 
new importance of the dol- 
lar in international com- 
merce. 


nized that the accepting business in 
Great Britain has been much more in 
the hands of the banks since the war 
than it was before. This has been par- 
ticularly true of the joint stock banks, 
and the 8000 or more offices of the Brit- 
ish “Big Five” banks throughout En- 
gland and Wales have greatly increased 
their competition with the old acceptance 
houses, so that the latter have gone more 
into the issue and discount field. It may 
be fairly assumed, therefore, that the 
decline in the volume of acceptance busi- 
ness of the British “Big Five” banks is 
typical of the general trend in the Lon- 
don acceptance market. 

This assumption is borne out, more- 
over, by comparing the figures for 
1928 and 1929 for the twelve leading 
joint stock banks of England and Wales. 
This number includes the “Big Five,” 
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nine of the ten London “Clearing Banks” 
and three other important English joint 
stock banks, namely, the District, the 
Manchester and County, and the Union 
of Manchester. The total volume of ac- 
ceptances outstanding for this group at 
the end of 1929 amounted to £169,300,- 
000, as compared with £224,600,000 at 
the end of 1928, representing a decline of 
some £55,300,000, or $276,500,000. Com- 
parable figures for all of this group of 
British banks for the first half of 1930 
are not available, but the data included 
in the partial half-yearly balance sheets 
for the “Big Five’ show that bankers 
acceptance business has continued to fall 
heavily during the current year. Inas- 
much as the “Big Five” joint stock banks 
with their numerous branches account 
for roughly 87 per cent of the commer- 
cial banking business of England and 
Wales, it is not out of place to compare 
their results with those of the leading 
100 American accepting banks, nearly 
all of which are primarily commercial 
banks. 

Several reasons or causes have been 
cited for the substantial decline in 1929 
and in the first half of 1930 in the vol- 
ume of acceptances by British banks. 
The higher money rates in 1929 over 
1928 are given as one of the reasons, but 
this would hardly account for the con- 
tinued decline in 1930. The average rate 
of discount for the Bank of England for 
1929 was a little less than 5% per cent, 
whereas it remained at 4% per cent for 
the whole of 1928. In both New York 
and other American centers as well as 
London the rates for prime bankers ac- 
ceptances follow fairly closely the dis- 
count rates of the central or reserve 
banks, but rates in New York in 1928 
and 1929 were affected by the high call 
loan rates. 

During 1929 considerable variation 
took place in the New York rate for 
ninety-day bills, with a high of 5% 
per cent bid-5% per cent asked in April, 
May and June, and a low of 4-3% per 

(Continued on page 236) 
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STRUCTURAL STEEL CREATED THE SE YS CRAP. 


STEEL GIVES DAYLIGHT A CHANCE 


AMERICAN BANKERS ASSOCIATION JOURNAL 


“APARTMENT HOUSES OF THE FUTURE.” IN THIS IMAGINATIVE DESIGN BY HUGH FERRISS A PROMENADE BRIDGES VEHICULAR TRAFFIC. 


AN ENLARGEMENT, ON SPECIAL STOCK FOR FRAMING, WILL BE MAILED WITHOUT CHARGE TO ANY ARCHITECT, ENGINEER OR BUSINESS EXECUTIVE. 


Micuty, modern, adaptable steel . . . it stands alone, 
needs no bolstering—and when unconcealed by weaker 
materials brings light and air and majesty to cubist 
mass, to lance-like tower. 
' Windows, which in the fledgling skyscrapers were 
mere slits through heavy masonry, have grown in size 
and number. Tomorrow, curtain walls will yield to 
solid-section steel windows, to sheets of glass through 
which even ultra-violet rays may pass. 

In small as well as large structures, steel is an ally 
of daylight, of speed, permanence and economy. It 


The co-operative non-profit service organization of the 
structural steel industry of North America. Through its 
extensive test and research program, the Institute aims 
to establish the full facts regarding steel in relation to 
every type of construction. The Institute’s many publi- 
cations, covering every phase of steel construction, are 


permits the most practical design for homes, schools, 
apartment or mercantile houses, industrial plants and 
small bridges. Steel has less bulk, greater strength than 
any other fire-resistive material. It secures more floor 
space; saves building time and labor; facilitates altera- 
tions, additions, removal. 

Before building anything, find out what steel can do 
for you. The Institute serves as a clearing house for 
technical and economic information on structural steel, 
and offers full and free co-operation in the use of such 
data to architects, engineers and all others interested. 


available on request. Please address all inquiries to 200 
Madison Avenue, New York City. Canadian address: 
710 Bank of Hamilton Bldg., Toronto, Ontario. District 
offices in New York, Worcester, Philadelphia, Birming- 
ham, Cleveland, Chicago, Milwaukee, St. Louis, Topeka, 
Dallas, San Francisco and Toronto. 


AMERICAN INSTITUTE OF STEEL CONSTRUCTION 


ES 
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Bank Figuring by 
Modern Methods 


$745.85 67 days 5%% $7.98 


Slow cumbersome methods involving x, +-, —, +, day rates, 
etc.,are too great a handicap for present day bank interest figuring. 


Your Monroe representative will gladly show you the Auto- 
matic Interest Figuring Machine which by depression only of 
keys for principal amount, days and rate and the shifting of a 
lever will produce the correct proved answer at lightning speed. 


The same machine applied to Account Analysis and all other 
bank figuring that requires first-time proven answers has been 
accepted by many bankers as their all-purpose figuring machine. 


Monroe local representatives are listed in 152 cities or you 
may write us direct, Monroe Calculating Machine Company, 


Inc., Orange, N. J. 
MONROE 


ADDING-CALCULATOR 


When writing to advertisers please mention the American Bankers Association Journal 
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Golf and Farm Relief 


By BRYCE EDWARDS 


Some Owners of Agricultural Land Have Discovered Profits by 
Converting Creek Beds, Gullies, Sand, Flood Lands, Timber 
Patches and Rocky Soil Into Traps, Hazards, Greens and Fair- 
ways. Niblick and Mashie Wielders Reduce Number of Farms. 


ANY a distressed farm has 

been put on a paying basis 

by golf. A golf course puts 

a farm of 70 to 150 acres out 
of business, and it may be of interest to 
farmers and real estate holders as well 
as to golfers to know that many a farm 
showing red ink each year has been 
changed into a golf course showing a 
handsome amount of black ink. Accord- 
ing to present sources of information 
there are 7752 courses in the United 
States, to say nothing of the recent craze 
of Tom Thumb golf. 

Within driving distance of Chicago 
there are approximately 200 golf 
courses. Truly the rank and file in 
America is becoming enthusiastic about 
golf. It is safe to say that in a few 
more years every village and resort of 
any kind will have its golf course and 
those surrounding large cities will be 
legion. A town of about 1800 population 
in Missouri has a golf course and it is 
representative of many. Being a strict- 
ly farmers’ town, a few years ago its 
major sports were such rustic pastimes 
as pitching horseshoes, corn husking 
bees, and mumble peg, but nowadays the 
townsmen want to play golf. 


Need 26,000 Courses 


OBBY JONES says there ought to 

be a golf course for every 5000 
people in this country. That would 
mean about 26,000 golf courses, or about 
four times as many as we have at 
present. Most county fairs are out of 
fashion, closed and farmed. With prev- 
alence of cars and much sitting, golf 
is needed for recreation and exercise. 
There is a crying need for a golf course 
for every county and town, for farmers 
as well as business people. 

Since golf is everybody’s game and 
a lifetime diversion, affording the utmost 
in healthful recreation, the recent rapid 
growth in popularity will probably con- 
tinue. A visit to one “pay as you go” 
course in New York state furnished a 
dramatic story of farm failure and golf 
success. 

As a dairy farm this place prospered 
during war days only to meet with hard 
times in the post-war reversal. During 
the era of prosperity the farmer built 
avery large dairy barn, milk house, bull 


New Industry 


NE golf course for 

every 5000 of popula- 
tion would mean 26,000 in 
the United States; and 
some enthusiasts believe 
this would not be too many. 
The writer points to an 
interesting economic possi- 
bility in the utilization of 
more farms to meet the de- 
mand for tees, putting 
greens and some space be- 
tween. Often, he says, the 
very characteristics which 
make a farm unprofitable 
would be just those which 
tempt the skill of golfers. 


shed and accessory buildings. With ad- 
versity, interest on mortgages and taxes 
became delinquent, and the property was 
sold to the mortgagor under foreclosure. 
The holder of the mortgage found he 
had a heavy investment in a non-revenue 
producing property, so he made a golf 
course. 

The rugged hills, gullies, timbered 
patches and flats made poor farming 
land but good golf land. What a golfer 
wants in a course is diversity of terrain. 
Hardwood floors were laid in the dairy. 
buildings. Otherwise things were left in 
their natural rustic state except that the 
beams and stalls and rafters were var- 
nished or painted. The barnyard be- 
came parking space, the milk room a 
kitchen, bull pen a shower bath house, 
calf shed, locker rooms and other build- 
ings all found uses. A few touches of 
rough stone walks and masonry in 
cobblestones made an attractive layout. 

Today the place is conducted as a “pay 
as you go” course open to the public, 
and attracts great numbers of the so- 
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ciety people of a nearby city for fancy 
dinners and dances as well as for golf. 
A superfluous farm has become a needed 
golf course to the relief of farmers and 
golfers alike. 


Water Holes for Hazards 


NOTHER case in point is a farmer 
who said he lost his crops several 
years “hand-runnin’ ” due to spring over- 
flows. After losing all the money he 
could afford trying to farm his land he 
went into the golf business. The flood 
lands made good fairways, and water 
holes, creek beds, and bordering slopes 
made interesting hazards. The early 
freshets did not interfere with golf, so 
the converted farm became an asset. 
Near Washington, D. C., a landowner 
converted a long stretch of irregular 
valley land among the rugged creek con- 
tours tributary to the Potomac into a 
golf course. This land was of small 
farming value due to rough and patchy 
nature of the land. It diverts thousands 
where it would not feed a single family. 
The owner of a 240-acre farm near 
Grand Rapids, Michigan, converted part 
of it into an eighteen-hole golf course. 
Near the highway he built a club house 
and a stand to furnish all the usual 
needs of the golfer for supplies and re- 
freshments. The ninth hole was set in 
a lovely old apple orchard and here 
under the shade of an old apple tree a 
stand is operated to refresh the thirsty 
golfer. 


Spent $2,000 a Green 


HUS at an investment of around 

$2,000 a green this farmer has found 
a profitable solution to his farming 
troubles at the modest charge of thirty- 
five cents for nine holes and fifty cents 
for eighteen holes. Economy and horse 
sense go a long way in making an 
economical and popular golf course of 
the kind that the general public likes to 
play on. 

Not only did he find the adventure a 
financial success but the exhilaration of 
the sport was of such a psychological 
stimulus that his health improved. 

For the average citizen and his wife, 
a public course is better than a club 
or private course, because one pays in 
proportion to the use made of the course, 
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no one is grumbling about too many 
guests or visitors, and the service is 
usually better. And—a very important 
item—the cost of playing on a custom 
course is usually less. 

The golfers’ problem is psychological- 
ly the same as that of a small boy who 
is called upon to make his choice of an 
array of animal cookies. Many people 
want variety in courses and for that 
reason like to play on a variety of 
courses, or on a course affording a great 
diversity of physical situations. 

The very common practice of touring 
the country and taking vacation trips 
gives rise to a need for custom golf 
courses at many places, for wherever a 
golfer is, he or she wants to play golf. 
Fewer gasoline stations and hot dog 
stands and more golf courses along the 
roads would probably suit the public 
better and make the country look pret- 
tier, for what is more attractive than a 
well kept golf course? Many farm golf 
courses have become more popular and 
in some cases more fashionable than 
private clubs. Almost any farm will 
make a golf course to the liking of some 
people. 


Poor Land Best 


HE less valuable farming land fre- 
quently makes the more valuable 
golf course. Patches of timber, brush, 
sand, hills, creeks, ponds, gullies, all 
give that variety which lends spice to 
golf—if the lay of the land permits 
open fairways, and suitable greens. 
Accessibility is one of the important 
factors. Busy men want to spend a 
lot of time on the course on Saturday 
and Sunday, and often like to play a 
few holes on summer evenings. To do 
so the course must be reached quickly 
from the residential or business sec- 
tion. Often unpromising sites have 
proved most popular because of easy 
accessibility. For smaller cities or 
resort regions distance is not so im- 
portant. Five to ten miles is of little 
moment where traffic is light and roads 
are good. 
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Women must be attracted to golf 
courses for they make up a large por- 
tion of the golfing community today. 
Many women like golf for golf’s sake, 
but others care more for bridge and 
fancy dinners. It is well to provide a 
commodious building for such func- 
tions. A rustic atmosphere to the 
building lends attraction but the ser- 
vice should be up-to-date. 

Good golf courses of raised greens 
and tees, “short” and “long” roughs, 
immaculately kept fairways, and super- 
drainage can show expenditures in 
building which run into a fabulous sum. 
A course near Washington, D. C., cost 
$250,000. On the other hand fairly 
serviceable courses can be built as low 
as a few hundred dollars a hole, aside 
from the cost of the land, if the phys- 
ical features are right. 


Direction and Pattern 


ANDY land makes the best courses 

due to better drainage, and little 
interferences from mud after a rain. 
If the land is very sandy, heavier soil 
should be added to the tees and greens 
either for a turf, or to make them more 
serviceable. On clay courses, a liberal 
amount of sand should be mixed with 
the clay and tees and greens raised for 
rapid drying after rains. Hazards 
arranged so that the player approaches 
them diagonally are most popular, 
while approaches which lie over rolling 
ground add much more interest than 
flat land. 

On courses which are apt to have 
“rush hours” it is well to provide two 
starting points not far from the club 
house. Near large cities a great number 
of players will arrive at about the same 
hours on Saturday and Sunday, and it is 
desirable that players start their game 
as quickly as possible. For convenience 
to players it is well to construct one 
putting-green, and two, if possible, some- 
where near the club or host house. It 
follows that two lines of play must ap- 
proach these greens, and space must be 
left clear for two lines of play to leave 


the club house. To aid players in get- 
ting rapidly away from the first tee, 
the first hole should be fairly long and 
fairly easy. Many courses make the 
mistake of having the first hole hug the 
boundary of the course, which results in 
much delay in hunting for balls sliced 
out of bounds. 

Before building a course the enter- 
priser should proceed to walk over the 
ground with a map in hand on which 
he will draw the natural features. In 
the course of this examination he will 
record all those sites which Providence 
has intended mortals to putt on, and 
make tentative layouts for the holes. 
Then, after weighing all possibilities, the 
most logical layout will appear as clear. 
In an approach, a bank or collection of 
banks, or a small hill, ravine, or hollow 
are natural features, in an otherwise 
smooth fairway, which add interest to 
the play. The added interest lies in the 
fact that the player must gauge the 
trajectory of his stroke to the spot on 
which it will pitch. If he succeeds he 
makes a fine score but an error is accen- 
tuated by the nature of the land. 


Variety the Spice of Golf 


BLIND approach, that is, one over 

the brow of a hill which hides a 
portion of the fairway and the green, 
is always popular if it does not come 
too frequently, for it gives that element 
of uncertainty which is the spice of golf. 
Tees and stands for water and sand 
must be built. 

The most desirable length of a course 
depends somewhat upon the run which 
is likely to develop. On hard, dry ground 
the run of the ball may be great, while 
on soft and moist land the run is much 
shorter. Most first class eighteen-hole 
courses are between 5000 and 6300 yards. 
Many shorter courses reach, in quality 
if not in quantity, the standard set by 
the best, and are liked by the average 
indifferent player. One-shot, or short 
holes, are appealing. For a happy mean 
of their appeal four is a good number 

(Continued on page 239) 
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BOOK COVERS 


CHECK 


BETTER IN APPEARANCE 
AND WEAR 


There is no longer need to pay high prices for second 
grade leather check book covers. Ferree, for the first 
time in its 36 years of manufacturing, has had developed 
“Artwear’, a material which for “feel”, appearance, use- 
fulness and wear successfully competes with calfskin. One 
year of the severest testing has proved the right of “Art- 
“a . 
wear to thus herald its qualities. 


Banks in various sections of the United States, large and 

small, have been buying Ferree “Artwear’ Check Covers 
No. 72% SR... in trial orders of 100. These trials have output in 1929 was over $1,000,000. wren 
developed orders ranging from 1000 to 5000. Your trial year since 1894 our business has increased. 
order for 100 will induce you to order more. That is why We are now serving some 2000 banks and 
we are glad to place such a low price on 100. believe we can successfully serve you. 


th bel d at 
Price and Results are both surprising. The price includes 
letterhead to state what you wish us to do 


stamping of Bank name. Stamping may be done from ies domme iain 
your own dies if necessary. We guarantee satisfaction 
and will cancel billing if “Artwear” Check Covers you 


order are not as represented here, and this holds for CLIP THIS COUPON 


re-o rd ers too 


E. H. Ferree Co. 


MANUFACTURERS OF BANK LEATHER GOODS 
IN LOCKPORT, N. Y., SINCE 1894 


Position 


60 Richmond Ave., Lockport, N. Y. Discocnasahictendiahdenincl 


E. H. Ferree Company, 60 Richmond Ave., Lockport, N. Y. 


__Ship at once 100 ’Artwear’™’ No. 72% SR Check Book Covers. 


Mail us sample of this outstanding value together with 
your catalog showing other items manufactured. 


Please address for attention of : 


WE MANUFACTURE A COMPLETE LINE OF PASS BOOKS... CHECK COVERS... COIN BAGS 
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The CENTRAL Group 


Central Trust Company of Illinois —= 
Central-Illinois Company 
Central-Illinois Securities Corporation 


ALERT 
in these dave 


In these days, constant changes are affecting com- 
mercial business, banking business, your business, 
our business. 


Central Trust Company of Illinois keeps in constant 
touch with changing conditions the world around; 
is equipped to get the facts; experienced in inter- 
preting their significance, and alert to take advantage 
of every opportunity brought about by these changes. 


SN 


Acting as the Chicago office for your bank, Central aa a 
Trust Company of Illinois is on the alert to pass Vaesi 


these advantages on to you. 


CENTRAL [RUST 


COMPANY OF ILLINOIS 
208 South La Salle Street 


CHICAGO 
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Ratios Guide Management 


By WALTER E. PAUL 


Vice-President-Treasurer, The Frates Company, Tulsa, Oklahoma 


Thirteen Methods of Comparing Bank Statement Items, Ana- 
lyzed to Show Their Use as Indicators of Exact Financial Condi- 


tion. Figures 


Necessarily Vary for Different Institutions. 


Each of the Suggested Comparisons Has Its Individual Purpose. 


HERE are several ratios partic- 

ularly designed to be used as 

guides in the management and 

control of banking institutions. 
These ratios are applicable to banks in 
the larger cities and would not be indi- 
eative of strength or weakness in coun- 
try banks or in loan and trust companies. 
In order to test the ratios, I obtained 
many bank statements and compared 
the ratios computed from these figures 
with these ratios. 

In making this comparison I found 
that in many cases the ratios computed 
on the figures contained in the published 
bank statements were not in agreement 
with the standard which I had set, and 
in order further to test the value of 
these ratios I made careful inquiry in 
order to determine those banks in the 
Tenth Federal Reserve District which 
were considered the soundest and best 
managed institutions. By a process of 
elimination I finally selected three banks 
in this district which have been conduct- 
ed on a sound and profitable basis for 
forty or fifty years, and which have the 
reputation of having a capable and pro- 
gressive management. 


Behind Each Ratio 


HE financial statements of these 
three banks and the ratios computed 
thereon, are shown in two tables ac- 
companying this article. The figures on 
the bank statements have been changed 
so that only round amounts are shown 
but the individual items and totals are 
practically identical with the published 
statements. It will be noted that the 
first column in the ratio table is desig- 
nated “standard” and it would be help- 
ful to examine these figures one by one. 
Deposits to quick assets 2 to 1: In 
analyzing any bank statement our first 
thought should be to ascertain the degree 
of solvency of the bank from the state- 
ment we are reviewing and the protec- 
tion offered to the depositor. 

Under the caption “quick assets” I 
have included cash and sight exchange 
and Government and other marketable 
bonds and securities. There are other 
assets which are more or less current 
such as bankers’ acceptances, good com- 
mercial paper, customers’ paper eligible 


Measuring Rods 


NY total in a bank 

statement takes on real 
meaning only when it is 
examined in relation to 
other figures in the same 
statement. A scientific 
approach to this problem of 
picturing accurately the 
bank’s position involves 
more than arithmetic. This 
article undertakes to sug- 
gest which items should be 
placed opposite which items 
and what the result signi- 
fies in terms of the institu- 
tion’s solvency. The writer 
points out that the system 
outlined here is most suit- 
able to city banks. 


for rediscount with the Federal reserve 
bank, etc., but these have not been in- 
cluded in the ratio computed. 

The ratio of 2 to 1 suggested above 
under normal conditions would seem to 
provide sufficient margin especially if the 
ratio of total deposits to time deposits is 
not abnormal. A decrease in this ratio 
indicates a greater degree of conserva- 
tion. 


A Yardstick for Costs 


EPOSITS to time deposits, 8 to 1: 

If we accept the ratio of 8 to 1 as 
the probable average in national banks 
located in larger cities, this ratio when 
computed with reference to a specific 
bank will provide in a measure an ex- 
planation of the difference between the 
expense of operation of that bank and 
another bank whose ratio is not the 
same. For instance, two banks may have 
practically the same amount of assets 
yet one may have a much larger per- 
centage of demand or commercial de- 
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posits while the other may have a great- 
er percentage of time or savings depos- 
its. The bank with a majority of de- 
mand deposits Will require more employ- 
ees and accounting facilities than the 
bank with a minority of demand depos- 
its; however, the latter bank will show a 
much larger total of interest paid on de- 
posits. 

There is a point between the two ex- 
tremes of having all demand deposits or 
having all time deposits at which any 
bank may operate most successfully. I 
believe this position would be reflected 
by a ratio of 8 to 1. 


Depends on Location 


EMAND deposits to cash on hand, 
20 to 1: This ratio is probably low 
for city banks, especially those banks 
which are located in the same town or 
only a short distance from a Federal re- 
serve bank, since these banks may in a 
very short time obtain from the Federal 
reserve bank whatever currency may be 
required. However, a ratio of 20 to 1 
would be very conservative for the char- 
acter of banks just referred to and 
would probably be sufficient for country 
banks located at greater distances from 
the local Federal reserve bank. 


Achieving Balance 


EPOSITS to cash and exchange, 4 | 

to1: The ratio of deposits to total 
cash and sight exchange depends to a 
very large extent upon the ratio of de- 
mand to time deposits. If there is a 
large proportion of the former the 
amount of cash to be carried is, of 
course, larger than where the proportion 
of time deposits is greater, but as a 
general rule if the total deposits are four 
times as great as the cash items the pro- 
portion is probably well balanced. In 
applying this ratio to a particular bank, 
however, there are two other controlling 
factors which should be considered; 
namely, that it is necessary to carry 
enough cash to maintain the legal re- 
serve and to provide for business re- 
quirements to the extent that unforeseen 
withdrawals will not embarrass the bank 
by forcing it to liquidate some of its in- 
vestments with possible losses due to de- 
preciation in the market; a!so that an 
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excess of the amount normally required 
would mean that there are idle funds in 
the bank which are not working. If 
we study this ratio we find that it is a 
matter of considerable importance for 
the individual bank to establish its own 
ratio based on its experience so that it 
can maintain that ratio or have a logi- 
cal explanation for increases or decreases 
in the ratio from year to year. 


Right Capital 


EPOSITS to capital and surplus, 10 

to 1: In the analysis of commer- 
cial statements we compare the invest- 
ment of proprietors with the investment 
of creditors and we find that if the fund 
of assets being used by the business has 
been supplied by the proprietorship and 
the creditors in the ratio of 2 to 1, sound 
financing is usually indicated. The de- 
posits of a bank represent the amount 
of the public’s investment in the institu- 
tion. The capital, surplus and undivid- 
ed profits represent the proprietorship’s 
investment. These two items have a re- 
lationship which should be measured in 
order to determine the most desirable 
proportion between the two classes who 
have supplied the fund of assets. 

If the deposits increase then earnings 
and consequently the dividend rate 
should increase. However, if there is no 
corresponding increase in capital the 
margin of protection to the stockholders 
decreases as the ratio of deposits to capi- 
tal increases. It would seem to follow, 
therefore, that in order to insure con- 
servative growth a proportionate in- 
crease in capital should follow an in- 
crease in deposits. 


Degree of Solvency 


EPOSITS to loans and discounts, 
13% to 1: The deposits of a bank 
are used primarily to take care of the 
borrowing needs of the customers and 
to cover generally all short-time invest- 
ments. The degree of solvency of the 


ASSETS 
Cash and Sight Exchange 
U. S. Govt. Securities 
Marketable Bonds and Securities 


Total Quick Assets 


Loans and Discounts 
Overdrafts 


Redemption Fund 
Stock Federal Reserve Bank... 


Total Assets 


LIABILITIES AND CAPITAL 
Deposits 
Circulation 
Bills Payable and Rediscounts............. 
Capital 
Surplus 


Tota] Liabilities and Capital 


4,177,000.00 


bank very 


Ratios for City Banks 


largely depend- 


ent upon the 
liquidity of the 
loans and _ dis- 
counts. A ratio 
of deposits to 
loans  dis- plus 
counts of 1% to 
1 would permit 
the bank to lend 
60 per cent of its 
deposits with an 
ample margin of 
safety. This ratio 
could be allowed 
to run even lower 
if the loans and 
discounts were of 
such _ character 


that they would be acceptable by the 
Federal reserve bank for rediscount. 


Ineligible Paper 


OANS and discounts to first mort- 

gage real estate loans, 10 to 1: Be- 
cause of the absolute requirement that 
loans and discounts be maintained in as 
liquid a condition as is consistent with 
the requirements of the customers’ needs 
and the necessity for maintaining the in- 
stitution in a high degree of solvency, 
loans which are not eligible for redis- 
count by the Federal reserve bank or are 
of a similar nature must be reduced to a 
minimum. 

Banks which handle high-grade first 
mortgage real estate loans probably 
should not permit such loans to exceed 10 
per cent of the total loans and discounts. 
A ratio lower than 10 to 1 would indi- 
cate an unfavorable tendency, especially 
if the ratios of loans and discounts to 
capital loans and to slow loans were also 
below the standards. 

Loans and discounts to capital loans, 
10 to 1: It is not the function of a 
commercial bank to supply deficiencies 
in the capital structure of its custom- 
ers. This is the business of the mort- 


hand 


change 


counts 


mortgage real 


loans 

ital loans 

loans 
Loans 

vestments 


premises 


Three Bank Statements 


$4,500,000.00 
7,700,000.00 


-~——Bank “A” 
$17,000,000.00 
3,500,000.00 

$24,677,000.00 

31,000,000.00 

2;000.00 

950,000.00 

30,000.00 

90,000.00 


$56,749,000.00 


$51,166,400.00 
582,600.00 


$2,000,000.00 
1,000,000.00 
2,000,000.00 


$1,000,000.00 
1,000,000.00 
5,000,000.00 324,000.00 


$56,749,000.00 


Deposits to quick assets... 
Deposits to time deposits. . 
Demand deposits to cash on 


$22,093,000.00 


$22,093,000.00 


verage 


2-1 1.7-1 


8-1 
20-1 
3-1 
10-1 
1.66-1 


2-1 1.6-1 1.5-1 


Deposits to cash and ex- 


3-1 


Deposits to capital and sur- 
Deposits to loans and dis- 


Loans and discounts to first 
estate 


10-1 
10-1 
20-1 


Loans and discounts to cap- 
Loans and discounts to slow 
and discounts to 


single industry loans.. 
Loans and discounts to in- 


3-1 


2.5-1 6-1 
2-1 
10-1 


Capital and surplus to bank 


Rented 


Total assets to capital, sur- 
plus and undivided profits 


gage and investment banking house, 
However, a certain amount of capital fi- 
nancing is inevitable. When a commer- 
cial bank makes a loan to supply capital 
for one of its customers it in a measure 
becomes a partner in the business of 
that customer and must assume a risk 
far out of proportion to the return it 
may receive for making that loan. From 
another viewpoint—-when a commercial 
bank makes such a capital loan it is en- 
couraging its customer to start or ex- 
pand his business on a financial plan 
which is manifestly unsound. 

From experience in the field of public 
accountancy I know that the customer is 
not justified, except in very rare eases, 
in requesting the bank to lend him money 
to supply an inadequacy of working cap- 
ital which should be contributed by the 
proprietorship, except on a temporary 
basis. A ratio of loans and discounts to 
capital loans of 10 to 1 would in my 
judgment be the lowest ratio which could 
be maintained with safety. 

Loans and discounts to slow loans, 20 
to 1: In conversation with a former 
national bank examiner, I asked him 
if it were not true that a bank which 

(Continued on page 240) 


~——Bank “C” 


$20,878,000.00 
8,837,000.00 
11,520,000.00 


$41,235,000.00 
33,195,000.00 
14,000.00 
275,000.00 
3,750.00 
163,500.00 


$74,886,250.00 


$12,200,000.00 


8,700,000.00 
8,000.00 
1,125,000.00 


60,000.00 


64,350,000.00 
$6 
3,673,500.00 


$19,769,000.00 


6,787,750.00 
$74,886,250,00 


2,324,000.00 


2 
Standard BankA BankB BankcC 
17-1 9.8-1 9.5-1 12-1 
2.2-1 
10.6-1 
— 
$5,000,000.00 
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ECONOMICAL TRANSPORTATION 


LISHA LEE, Vice-President of the Pennsylvania Rail- 
road, is the authority for this statement: “No city 
in the world enjoys better railroad facilities than Phila- ne 


delphia. None is more adequately and completely in the Philadelphia 


served. None possesses greater transportation advan- Area’ will show you 


how lower shipment 


tages as a manufacturing and distributing center.” a 
costs will increase net 


f ‘ath profits. Free to execu- 
More than 1,000 miles of trackage lies in the city proper. iticiliiinmabinien 


It connects 220 freight stations and 2,000 industrial their business stationery. 
sidings. It serves tidewater piers with 16,000,000 square Address Department HH. 
feet of floor space on a frontage of 36 miles on two 
rivers. 20,000 freight cars move in and out of the city 

daily. 


This is only the beginning of even greater transporta- 
tion service for the Philadelphia area. 


The present railroad electrification program 
calls for the expenditure of one hundred and 
twenty-five millions of dollars. 


PHILADELPHIA 


BUSINESS PROGRESS ASSOCIATION 
1442 WIDENER BUILDING 
PHILADELPHIA, PA. 


DED: 


BALTIMORE & OHIO —READING—PENNSYLVANIA 
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9 HE purpose of the Secondary Reserve or bond 
Ban AY portfolio is to provide assets which can be 
counted upon to meet unusual demands and 


which assure an income return normally larger than 
that obtainable from Quick Reserve items. 


B OND The make-up of a specific Secondary Reserve 


depends naturally upon the situation of the individual 
bank. Conditions vary widely. Exact rules of proce- 
dure which could be applied broadly would not meet 


P 0 v A i) [ Z 0 exactly the needs of any bank. Individual analysis is 
necessary. 


However, certain general principles of operation 
can be indicated. The Reserve should be made up of 
three main sections. A short term revolving fund of 
bonds maturing in from one to five years, evenly dis- 
tributed as to maturity, will provide a certain stability 
of realizable value. Since, however, short term issues 
normally give a low return, the establishment of a six 
to ten year revolving group, equal in amount to the 
short term group, is advisable as a feeder to the short 
term group because it eliminates the necessity of the 
purchase of short term issues of low yield. The me- 
dium maturities are ordinarily available at a discount 
and assure natural appreciation through the lapse of 
time. Regardless of the trend of interest rates, as the 
bonds approach maturity they would tend to move 
towards their payment value. 


Marketable long term bonds ordinarily provide the 
best income return. In addition, they afford appre- 
ciation possibilities in accordance with the trend of 
interest rates. Normally, this section would constitute 
approximately half of the total account. 

For over 37 years, A. G. Becker & Co. has been 
closely associated with banks and their investment 

Bonds problems. The experience gained in this way and the 
Stocks facilities built up over that period are at your disposal 


at any time. 
Commercial Paper 


A.G. BECKER G CO. 


54 Pine Street, New York 
100 South La Salle Street, Chicago 
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Why Investors’ Markets 
Lack Stability. 


By T. N. CARVER 


Professor of Political Economy, Harvard University 


Value of Equities Is Not Based on the Full Price of Commodities 
But on Relatively Narrow Margin of Profit in Production. Small 
Change in Price of Product Might Double or Treble This Margin. 


Moreover Speculative Forces Act More Vigorously on Equities. 


N investors’ market is one where 
producers’ goods, generally 
summarized under the word 
“capital,” are bought and sold. 

It is distinguished from a consumers’ 
market where consumers’ goods are 
bought and sold. The clearest example 
of an investors’ market is, of course, the 
stock exchange. The things bought and 
sold on that market are producers’ goods. 
The transfer of a share of stock is essen- 
tially a transfer of an undivided share 
of some agent of production or produc- 
ers’ good, such as a railroad, a factory, 
or a mercantile establishment. 

The investors’ market is notoriously 
unstable. Prices on the stock exchange 
fluctuate over a wider range and with 
greater violence than on the consumers’ 
market. In other words, the prices of 
shares are more unstable, and fluctuate 
more violently than the prices of food, 
clothing, and other consumers’ goods. 


Bases of Value 


HY should the prices of producers’ 

goods or capital, as they are some- 
times called, fluctuate more violently 
than the prices of the consumers’ goods 
which they help to produce? When we 
find the answer to this question we shall 
have at least a clue to the answer to the 
question: Why do stock prices fluctuate 
more violently than the prices of con- 
sumers’ goods? The answer to this ques- 
tion must be found in the theory of value 
as applied to producers’ goods. That is, 
we must first find out what determines 
the value of a producers’ good. 

The first point to keep in mind is that 
4 producers’ good has no original or un- 
(lerived value of its own. Its value is 
(lerived from that of its product. Some 
of the value of its product is imputed 
to it. It is not wanted for its own sake 
but for the sake of what it will produce. 
A consumers’ good, on the other hand, is 
desired because of the direct satisfaction 
it will yield. A loaf of bread, for exam- 
ple, yields its satisfaction immediately 
and not through the medium of some 
other good which it helps to produce. 


The Reason 


TOCKS and the unmort- 

gaged value of farms 
and other property, repre- 
sent production. Why 
should their quoted prices 
fluctuate more widely and 
violently than the value of 
the goods produced? Prof. 
Carver picks his way 
through this maze with a 
sure step. He points out 
that a relatively small in- 
crease in the selling price 
of farm or factory products 
might cause a substantial 
rise in the profits of opera- 
tion and a consequent sub- 
stantial increase in_ the 
capitalized value of the in- 
dustry or farm property. 


The second point to remember, while 
less elementary than the first, is, tech- 
nically, of even greater importance. The 
value of a producers’ good is not de- 
termined by the whole value or price of 
its product but by the small margin of 
that total price over the operating cost, 
or the cost of the other contributing fact- 
ors of production. In the case of a fac- 
tory, for example, if the labor, raw 
materials, and other factors cost as much 
as the product is worth, the factory it- 
self is worth nothing except for scrap- 
ping. If the product will sell for a lit- 
tle more than these other things cost, 
this small margin will make the factory 
a desirable possession and give it a posi- 
tive value. 

The fluctuations of this margin, when 
stated in percentages, are generally more 
violent than the fluctuations in the price 
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of the total product. A slight change in 
the price of the total product may cause 
a violent change in the margin. That is, 
a slight fall in the price of the total! 
product may wipe out the margin alto- 
gether, causing a 100 per cent decrease. 
A slight rise in the price of the total 
product may double or more than double 
the margin, causing a 100 per cent or 
even greater increase in the margin. 


As It Applies to Farms 


HE same principle is involved in the 
een of stocks and other equities. 
For this reason the unmortgaged value 
mortgaged farm fluctuates more 
violently than its total value. It seems 
necessary to point out, however, that 
this principle applies to all producers’ 
goods and not to equities alone. 

To show that this principle applies not 
to stocks and other equities alone, but to 
producers’ goods in general, let us take 
the case of a farm. It may grow crops 
that will sell for a good many thousands 
of dollars and yet be of no value. If it 
costs as much to operate the farm as the 
crops will sell for, the farm has no pres- 
ent value. The farmer may anticipate a 
future rise in the price of crops and be 
willing to speculate on that future rise. 
In that case he might be willing to pay 
a price for the farm, but it would be a 
speculative price. 

It might easily happen that a slight 
rise in the price of farm crops would 
give a considerable value to the farm in 
question. A 10 per cent rise in the price 
of crops might, for example, cause the 
value of the farm to rise from zero to 
a good many thousands of dollars, which 
would be an infinite per cent increase. 
A further rise of 10 per cent in the price 
of crops might easily cause a further 
rise of 100 per cent in the value of the 
farm, and so on. 


An Example 


HE relative increase in the price 
Tet farm products and of the produc- 
tive agent, the farm, may be illustrated 

(Continued on page 233) 
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Opportunity 


bd 


First National Bank and Trust 


Company 
at Ossining, N. Y. 
Designed and now being Constructed by 
HOGGSON BROTHERS 
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s Knocking 
for those who wish to build 
amd Save... 


ow is the opportune time to build’. 


This statement doubtless has come to your attention repeatedly of 
late—from the columns of the press; from the lips of our former 
President and many other eminent statesmen. We reiterate it here, 
because we know it to be an important fact—a fact which means a con- 
siderable saving to those who are in a position to take immediate action 
on contemplated building plans. 


A feature of our service is to Guarantee, in advance, the Maximum Final 
Cost of any work we undertake. To do this we must keep in constant 
touch with all the factors which effect building costs. 


We see the present as a most propitious time to build for three definite 
reasons: 


Building Materials are at low price levels. 


Due to the present Low Volume of Construction there 
is a better pick of skilled labor. Their work is more 
efficient. Time is saved. 


3. Reduced prices on equipment and lack of work are 
inducing subcontractors to bid low. 


A splendid opportunity exists now to do what you have been planning 
to do—for less cost than you will be able to do it a few months hence. 
Presently private work, now in the architectural stage, and the Govern. 
ment program of construction will get under full swing. No one can hope 
to buy with unusual economy when everyone else is buying. 


Ask us to send a representative to show you just how pres- 
ent conditions affect your particular building problem and 
just why quick action is necessary. In summoning him you 
will not incur the slightest obligation. 


485 FIFTH AVENUE 

NEW YORK, N. Y. 
Cleveland - Pittsburgh 
- Charlotte, N.C. 


Chicago 


When writing to advertisers please mention the American Bankers Association Journal 
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Chase National Bank of New York, 32nd St. and 7th Ave., New York. The plate of Copper in this door makes torch attack impracticable. 


PURE COPPER 


“dulls the edge”’ of torch attack 


Many other well known 
banks in Greater New York 
have vault doors protected 
by thick plates of Copper. 


A few are listed below: 


National City Bank 
Bank of America 
Chemical National Bank 
EmpireTrustCompany 
Liberty National Bank 


Public National Bank 
& Trust Company 
of New York 


and four branches in 


New Yorkand Brooklyn 
Bank of United States 
Guaranty Trust Co. 


Lawyers Title @ 
Guaranty Co. 


Broadway National 
Bank 


Plaza Trust Co. 


ECAUSE its high thermal conductivity quickly diffuses the tremendous 
heat generated by the oxy-acetylene torch, a substantial plate of pure 
copper embodied in the construction of a bank vault door renders this method 
of attack impracticable. In addition, the ductility of the metal affords a serious 
obstacle to successful attack with explosives. 


The importance which bankers, architects and vault engineers attach to this 
development in vault construction, is shown by the fact that several hundred 
banks in the United States now have vault doors containing plates of copper 
seven to ten inches thick. 


Anaconda Copper is mined, smelted and refined by a single organization, 
assuring quality control at every stage of production. It is guaranteed 99.9 
per cent pure, assuring maximum heat conductivity. In the form of thick 
plates, Anaconda Copper provides the most modern measure of protection in 
bank vault construction. 


For further information, address: Anaconda Cop- 
per Mining Company, 25 Broadway, New York. 


ANACONDA COPPER 
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A State-Wide Trust System 
in Operation 


By W. T. CRoss 


Vice-President, Bank of Italy National Trust & Savings Association, San Francisco, Cal. 


Success Attributed Largely to Standardization of Accounting 
and Procedure, Centralized Control and Education of District 


Trust Officers to Assume Full Authority. 


292 Branches Are 


Equipped to Furnish 166 Communities with Fiduciary Service. 


HERE are seven characteristics 

of our type of branch adminis- 

tration of trust business which 

we think would be noted by a 
trust executive from a unit institution. 
These characteristics pertain more to 
the state-wide system of the Bank of 
Italy and that recently established by 
our sister institution, the Bank of 
America of California, than they do to 
other branch banking organizations, in 
so far as we have had opportunity to 
observe their practices. In_ general, 
however, we think they are signs of a 
recent tendency among all the larger 
branch banking institutions. The ear- 
marks of our system are: 

1. It is planned for a large territory. 

2. It is identified fundamentally with 
the primary governmental unit, the 
state. 

3. It brings trust service to the rank 
and file of people in all communities. 

1. It administers trusts in the home 
town. 

5. Its personnel is necessarily large 
and resourceful. 

6. Its experience is enriched through 
comparison of results in 166 different 
communities. 

7. New business is obtained through 
ordinary customer contacts of branch 
staffs. 


Metropolitan Model 


ROM Crescent City and Yreka, near 
i the Oregon line, to San Diego and 
El Centro, near the Mexican border, 
we are serving with 292 branches an 
area of 155,000 square miles. The pat- 
tern for our operations in San Fran- 
cisco, Los Angeles and other large cities 
has been drawn direct from the or- 
ganization of trust work in metropolitan 
centers throughout the country as it 
has been developed especially during 
the last thirty years. The linking up 
of these larger city offices under a sin- 
gle control and leadership, however, 
has been a novel undertaking, and for 
the extensive performance of trust func- 
tions in the smaller communities we 


Pioneering 


HE science of organiz- 

ing and managing fiduci- 
ary service in a branch 
banking system is still in a 
formative stage. Mr. Cross, 
in this article, describes 
the actual problems en- 
countered in making trust 
facilities available to 
patrons of branch banks. 
Among the chief questions 
was one of finding where to 
draw the line between de- 
centralization and regional 
responsibility. The pooling 
of experience and ideas has 
proved one of the outstand- 
ing advantages of _ the 
system. 


+ 


~~ 


Be AMIGA 


have had no precedent whatsoever. 

The amount of pioneering that has 
been required may be surmised from 
the circumstance that in a large part 
of our active territory no other trust 
companies are operating. Suppose, for 
example, one were required, without 
such experience as ours for reference, 
to establish and operate a first-class 
trust department at Yreka, a town of 
2000 population near the Klamath 
River, on the southern side of the 
Siskiyou Mountains. Yreka has a few 
fertile valleys and a few mining and 
lumbering operations as tributaries. It 
stands alone, however, as our one 
branch location in a county larger than 
the states of Connecticut and Rhode 
Island combined. At Yreka we are 
administering sixteen court trusts and 
fourteen private trusts, and we have a 
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file of wills, in number at least, com- 
parable to the will files of many 
medium-sized trust companies in metro- 
politan locations. Income from trust 
fees has reached about the ratio to 
earnings of the general banking depart- 
ment that obtains in the larger unit 
banks and trust companies. Two years 
ago the modern conception of corporate 
trust service was practically unknown 
to the branch staff, to the legal profes- 
sion in Siskiyou County, and to the 
general community. 


Serves All Localities 


TATE-WIDE trust service, in our 
S experience, is a term that applies 
not only to a large number of popula- 
tion centers but also to people living 
in the smaller places and in the open 
country. Unit institutions in a general 
way offer their services in the adminis- 
tration of trusts that may originate 
anywhere within the borders of the 
state. Their effective appeal, outside 
the vicinity of their institutions, is quite 
limited. It is a different matter to 
provide a field staff and a grouping of 
branches by districts and subdistricts 
throughout the entire state, so that © 
trust service, in preaching and in prac- 
tice, is brought to the doors of a large 
proportion of the population. 

Trust companies heretofore have been 
identified with city areas, the outlying 
suburban and rural districts serving 
only irregularly as tributaries. Ma- 
nicipalities have little power or effect 
in relation to economic development or 
legislation. The dominant position of 
the state and the natural coherence of 
its population are recognized in legal 
theory, in the functioning of profes- 
sional groups, and in the organization 
of various types of business enterprise. 
People move about within the state 
far more frequently than they do across 
its borders. They accumulate property, 
anticipating protection for themselves 
and for their heirs largely as a result 
of the legislative policies and govern- 

(Continued on page 205) 
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Union Depot 


University 
Of Buffalo 
Country 


Af Jo Air 


-In These Areas : 9Q2Z of the Best Individual Bank Customers and Prospects 


Wire YOUR BEST PATRONS EVERY CONTACT IS IMPORTANT 


Over 90% of the progressive, prosperous families of Buffalo live 
in the areas marked on the above map by the “Magic Carpet.” 
The patronage of these families is important to banks because 
they make use of all bank facilities in a way that is profitable 
to the bank. 

An opportune time to offer them the services of the bank comes when they 
are about to travel. They realize that the enjoyment of their travels will be in- 
creased if their affairs at home are properly managed in their absence. 

Banks establish timely contacts with these customers when they are purchas- 
ing A. B. A. Cheques, for they must come to the bank to. buy their Cheques. And 
while your customers are away your contact with them is maintained, for on 
every Cheque your bank’s name appears—an exclusive feature of A.B.A. Cheques. 


A:B-A CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF AMERICAN BANKERS ASSOCIATION 
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What more logical than to carry A.B. A. Cheques on your trip to the American 
Bankers Association Convention—Cleveland—September 29th to October 2nd? 
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A State-Wide Trust System in Operation 


mental practices of the state of which 
they are voting members. 

A state-wide trust company, as a ser- 
vice organization, is in touch with 
people everywhere within the boun- 
daries of the state, is responsive to new 
needs as they develop, and is geared to 
the functioning of other agencies of 
state-wide scope—to governmental de- 
partments, to business corporations, to 
trade associations, to Better Business 
Bureaus, to the State Bar Association, 
and to numerous other state forces. 
Questions that arise in dealing with 
such groups can be met in a more in- 
telligent way by a trust department 
that has widespread activities, as com- 
pared with local unit institutions. The 
state-wide trust organization may be ex- 
pected to prosper with the growth and 
prosperity of the state. 


Inter-Sectional Cooperation 


RUST men connected with unit in- 
stitutions often have need of pro- 
fessional assistance such as can be ren- 
dered by experienced trust officers at 
other points within the state. Distribu- 
tions of estates are to be discussed 


among heirs in distant localities, and 


agreements reached; attorneys or tax 
authorities are to be interviewed and 
reports rendered; court proceedings are 
to be instituted; properties of various 
character are to be investigated or dis- 
posed of. New business propositions 
in localities two or three hundred miles 
away are to be investigated. Out-of- 
town trips are made at an expense to 
the estate or to the bank. Inroads are 
made on the time of the trust officer. 
Administration is slowed down. Such 
service is supplied in a state-wide or- 
ganization through the relationships of 
one branch to another, and especially 
through assistance given to the smaller 
places by the more completely equipped 
staffs located in the larger cities. 

No business is declined because of its 
smallness if reasonable minimum fees 
for acceptance and for administration 
are paid. The idea of “trust service 
for the people” is beginning to be ad- 
vocated by leading representatives of 
trust companies throughout the coun- 
try. This is the outcome of more than 
ten years of steady advertising, both 
national and local. People generally 
are becoming predisposed to the use of 
corporate trusteeship. They are either 
lenders or borrowers on deeds of trust, 
or purchasers of city lots under sub- 
division trusts; they are owners of 
securities involving reliance upon trust 
companies as trustees, as registrars, or 


(Continued from page 203) 


as transfer agents; or they are de- 
pendent directly or indirectly upon the 
functioning of trust departments in the 
conservation and management of per- 
sonal estates. The use of corporate 
trusteeship is the prevailing style. 

While we endeavor to discriminate in 
the acceptance of business, from the 
standpoint of reasonable compensation 
to the bank, the public will never get 
the impression from the practice or the 
advertising of the Bank of Italy that 
trust companies are interested only in 
the estates of wealthy people. We pre- 
fer to have the entire community re- 
sponsive to the suggestion of fiduciary 
service under appropriate conditions. 
They have been accustomed for genera- 
tions to the use of commercial banking 
facilities. When this attitude of fa- 
miliarity has been extended to the trust 
department, there will be a distinct ad- 
vantage to institutions of the branch 
banking type. 


Branches Where Needed 


HIS administrative decentralization, 

under a system that is known for 
its concentration of general executive 
control at the head office, is one of the 
most individual features of our plan. 
It had its beginnings in the early idea 
of Mr. A. P. Giannini that bank ser- 
vice should be made useful to the gen- 
eral community through numerous 
branches located wherever they are 
needed, in the manner of post offices. 
From the standpoint of developing new 
business, and in general of maintain- 
ing sound relations with clients, the 
general public, and the legal profession, 
it is clearly advantageous for us to ad- 
minister our trusts “at short range” 
from the client. It has the appeal of a 
window demonstration. The public sees 
the processes. As the number of our 
trusts mounts into the thousands, we 
expect to gain in the quality of ad- 
ministration through the corrective in- 
fluence of this local observation. 

Is it possible to organize and equip 
a staff that is capable of functioning 
efficiently, on the level of intelligence 
that has been reached in the work of 
metropolitan institutions, in dealing 
with John Doe, the client, and with his 
property in trust at Yreka, nearly 400 
miles away from our head office at San 
Francisco? We think it is, and that 
we are demonstrating the possibility, 
largely because we have not pondered 
overlong on the obstacles. Our an- 
swer to the question here raised may 
appear in the remainder of this descrip- 
tion of our system. In the large cities, 


trust department administration, ex- 
cepting escrow service, is concentrated 
at one or more of the leading branches. 
In rural districts there is a tendency 
toward concentration in our administra- 
tion of decedents’ estates at county seats. 
In general, in handling all types of 
trusts at distant branches, we have not 
met with the difficulties which many 
experienced trust men imagine. 

Our success in administering trusts 
in the city of origin has been due in 
large measure to the adoption of three 
devices in the nature of organization as 
follows: 

1. The standardization of accounting 
and procedure and the centralization of 
control by the head office. 

2. A very active plan of education 
for the general bank staff and for new 
full-time employees of the trust depart- 
ment. 

3. The districting of the entire state, 
so that every branch is subject to con- 
stant, short-range supervision by a 
versatile and experienced trust officer. 


Individual Responsibility 


E have had to test out and as- 

sort many processes, in deciding 
whether they should be managed by 
local branch officers, by district head- 
quarters, or by the head office. Our 
purpose in the long run is to delegate 
maximum authority, in the administra- 
tion of trusts, to well-equipped staffs in 
various localities in which there is an 
appreciable amount of trust business. 
At present, local branch staffs in the 
smaller places are equipped to act con- 
clusively in respect to control of and 
accounting for trust assets, and to deal 
in an initial way with trust clients and . 
prospects. Special problems in adminis- 
tration, and the more professional type 
of contact work are reserved for the 
experienced trust district supervisor, 
who is constantly in touch with all 
branches in his district. Copies of all 
essential papers in the administration 
of trusts are sent for review not only 
to the district office but also to the 
head office. Eventually the process of 
checking at the head office will be dis- 
continued. The process of decentraliza- 
tion in administrative authority and 
responsibility, we think, will continue 
indefinitely as the volume of business 
increases and as our full-time staff at 
local offices grows and becomes more 
experienced and specialized. 

The organization of trust service on 
a state-wide basis, in our experience, has 
consisted primarily in assembling an 

(Continued on page 251) 
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Burroughs 


Announces a New 
SAVINGS BANK 
MACHINE 


that furnishes a 


Machine-posted Pass Book 


‘THIS latest Burroughs product, devel- 

oped after an intensive study, is built to 
Burroughs standards and with the benefit 
of Burroughs long experience. It contains 
many new and exclusive features that 
make it ideal for the posting of savings 
department records. 


Utmost simplicity marks the operation of 
this machine. It has a standard visible 
keyboard, the fastest known method of 
indexing amounts and used by banks for 
over forty years. Its automatic features 


further simplify the operation. Insertion 
and removal of pass book and ledger is 
accomplished with maximum speed and 
minimum effort while a wide journal, that 
is a transcript of all items, remains in the 
machine. The speed in posting and 
proof of the transaction will appeal to 
every banker. 


There are many other interesting facts 
about the new Burroughs Savings Machine 
that may be obtained by calling the local 
Burroughs office or writing to 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 


ADDING -‘BOOKKEEPING 


CALCULATING 


AND BILLING MACHINES 


When writing to advertisers please mention the American Bankers Association Journal 
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Figures on the machine-posted pass book 
are neat and easily read, being printed 
with large size type. Required descrip- 
tions appear directly after the amount for 
quick and easy identification. Bank’s 
initials or symbol (FN in illustration) 
print directly after balance. Dates print 
automatically. Machine automatically 
selects proper columns for all entries. 
Locks prevent operation, except by the 
proper persons, and protect accumu- 
lated control totals. 


\ 


ADDING - BOOKKEEPING - CALCULATING AND. BILLING MACHINES 


When writing to advertisers please mention the American Bankers Association Journal 
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EIGHT YEARS IN AN EAGLE’S NEST 


| 


That is the story, in brief, of two A. B. A. travelers 


cheques issued to George Walker by the Montrose Na- 
tional Bank of Montrose, Colorado. Lost in September, 
1920 they were carried on the “missing” ledger of the 
A. B. A. until December, 1928, when B. D. Reazin re- 
turned them to the bank of issue, with the reporc that 
he had found them in an eagle’s nest near Butte, Mon- 
tana... five hundred miles from the place where they 
had originally disappeared. 

The cheques were still unimpaired. Eight years of | 
western sun and snow had made no impression upon 
their tough fibre. Such amazing durability yields to but 
one explanation—the cheques were made on Crane's 
Bond, the 100% new white rag paper that has been the 
leader of the Crane line since 1801 : : : Time—weather 


— an eagle’s talons—take no toll of its excellence. 


CRANES BOND 


CRANE & CO- DALTON, MASSACHUSETTS 


When writing to advertisers please mention the American Bankers Association Journal 
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Fluctuations in Short-Time Bonds 


By EDWARD F. MCCABE 


Vice-President and Cashier, Lake View State Bank, Chicago 


consist of a generous portion of 

non-fluctuating bonds. A portion 
of a bank bond account should always 
be salable, even in a period of low bond 
prices. The demands on the bank’s bond 
account frequently come at a time when 
bond prices are declining. An illustra- 


Eo bank bond account should 


Fluctuation in Price 


SS 


S Gv 


be in an embarrassing position. Again, 
if the bank’s bond account cannot be 
turned into cash when needed it has 
failed in its chief cause for existence. 
It is important, therefore, that every 
bank know what maturities its bonds 
must be in order to expect stability in a 
time of stress. 


1930 
6 Months 


1928-30 


Fluctuation in bonds of five to ten years to maturity is about as great as in bonds 
. ‘ of over ten years to maturity 


tion of this was in 1929 and early 1930. 
A well run bank bond account must, 
therefore, contain a good number of 
bonds that are subject to as little market 
fluctuation as is possible. 

The difficulty, however, is in obtaining 
bonds that do not fluctuate. In seek- 
ing to accumulate non-fluctuating bonds 
the question of maturity is usually given 
first consideration. The general belief 
is that the shorter the maturity, the 
less is the fluctuation. This faith in the 
maturity of a bond is sometimes ex- 
pressed in the statement “the shorter the 
maturity of a bond the less is the fluctu- 
ation in market price.” But how short 
must the maturity be to achieve reason- 
able freedom from market fluctuation? 


VERY bank admits that it wants 

reasonable stability in its bond ac- 
count. Failure to have such stability 
may cause the bond account to fail in 
its chief function, to aid in the mainten- 
ance of the bank’s cash position. If a 
market decline makes it impossible for 
the bank to sell its bonds, except at ruin- 
ous prices, the bank’s cash position may 


The period of 1928 to July, 1930 is 
taken as the period for observation. This 
period is taken because it is current and 
because it has been a period of stress 
for bonds. 


URING 1928—1930 even the best of 
D the bonds made none too good a 
showing. 
bond prices and lack of interest in fixed 


It was a period of declining 


income securities. And yet it was also 
a period in which many banks had to call 
upon their bond accounts to offset de- 
clining deposits. 

The bonds selected were New York 
Stock Exchange bonds traded in at the 
rate of 100,000 or more bonds a year. 
The selection was restricted to industrial 
and public utility bonds. In the tabula- 
ation the bonds were divided into four 
classes. Those due in less than two 
years, those due in two to five years, 
those due in five to ten years, and those 
due in more than ten years. Any bond 
that fluctuated because of any individual 
weakness, or because of a depression in 
that particular class of securities, such 
as the tractions, was eliminated. Any 


Fluctuation of Industrial and Public Utility Bonds Listed on New York Stock Exchange: 


0-2 Years 
to Maturity 


1930 
1928-30 


2-5 Years 
to Maturity 


5-10 Years 10 or More 


to Maturity 


bond that fluctuated because of conver- 
sion privileges or warrants was also 
eliminated. Only those bonds which 
fluctuated because of “market. condi- 
tions” were included in the study. 


T was found that for reasonable sec- 
urity from fluctuation the bank must 

purchase bonds due within five years 
and preferably within two years. Bonds 
that were due in five to ten years made 
no better record for market price stabil- 
ity than bonds with maturities that ex- 
ceeded ten years. 

It was this last fact that was sur- 
prising. Bonds due within five to ten 
years apparently are no freer from mar- 
ket fluctuation than bonds due in twenty 
or thirty years. This means that a bank 
that prides itself on having a group of 
short term issues must confine its short 
term account to securities due within two 
years. During the period of 1928 to 
July 1930, bonds due in two years or 
less fluctuated slightly over two and one- 
half points. Bonds due in two to five 
years fluctuated four and one-quarter 
points. Neither of these records are 
particularly praiseworthy but they com- 
pare favorably with bonds of longer ma- 
turity. 


HE table given herewith shows these 

fluctuations for each year and also 
the average for the three-year period. 
The usually accepted conclusion that 
market fluctuations are in direct pro- 
portion to years to maturity does not 
seem to stand upon investigation. If a 
bank is going to purchase bonds of 
longer maturity than five years then it 
would appear from this record that the 
bank may as well disregard the maturity 
date. In the accompanying chart it will 
be noticed that the bars representing 
five to ten years to maturity are, in 
each of the three years—as long as the 
bars representing bonds due in more 
than ten years. 

Now it is true that a bond due in 
seven years will have but four years to 
maturity after three years have elapsed. 
Hence, it may be claimed that bonds due 
in five to ten years automatically enter 
the truly short time class. But such a 
claim is not very satisfactory when it 
is remembered that we can have a severe 
reversal in the price of bonds in less 
than three years, for instance in 1928— 
1929. 

It is therefore, apparent that a 
bank desiring a non-fluctuating bond ac- 
count must have its bonds mature with- 
in five years and preferably within two 
years. 
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PUTTING FRAUD “on the spot” 


By using Gilbert Safety Bond for your checks you have 
the best weapon possible in combating the criminal 
eheeck manipulators. It is the “plain clothes” guard, 
always the most valuable in combating crime, because 
of its plain, no pattern surface. The delicate coloring 
and chemical treatment cause it to show up the slight- 


est attempt at tampering. 


Write today for sample book showing this new paper 


in many attractive check styles. 


' Made by GILBERT PAPER COMPANY, Menasha, Wis. 


When writing to advertisers please mention the American Bankers Association Journal 


| 
The safest of @Dsafety chech papers 


Boundary Between Savings and 
Commercial Banking 


By HOWARD WHIPPLE 


Vice-President, Bank of America of California, San Francisco 


Improper Mixing of Functions of Each Type Results Unfavor- 
ably. To Achieve Utmost in Stability and Benefits to Community 
They Must Keep Within Their Respective Fields. The Extension 
of Credit Fundamentally Different from Supplying Capital. 


HE man of the street, disdainful 

of nice distinctions, lumps bank- 

ers into a single class and lets it 

go at that. He does not question 
the right of the security broker to arro- 
gate to himself, as he does, the title of 
banker. Nor does he make much distinc- 
tion, in moments of sarcasm, between 
banker and pawnbroker. To him they 
are all money-lenders about whom the 
odor of the money-changers of the tem- 
ple still persists. 

But those who are charged with true 
banking responsibilities may not -in- 
dulge in such careless inaccuracy. They 
may use the word banker as a generic 
term; but they may not fail to take cog- 
nizance of its species. They must sep- 
arate the varieties and define their duties 
with care, lest costly confusion result. 

If we accept the definition of a bank- 
er as one who maintains an establish- 
ment for the deposit and loan of money, 
we find there are but two kinds of bank- 
ers proper, commercial bankers and sav- 
ings bankers. 


Alike and Unlike 


N several ways they are quite alike. 
Both receive money on deposit; both 

lend it out. In the mechanics of the de- 
posit function, the layman is able to see 
little difference between the two. Debit 
items on tellers’ sheets,—coin, currency 
and checks,—look exactly alike to him in 
both instances. 

But underneath the mechanics lies a 
world of difference. Each variety oper- 
ates in fundamentally distinct fields, be- 
tween which it is often difficult to draw a 
sharp line of demarcation. Commercial 
banking, as its name implies, finances 
transactions of commerce. If we re- 
duce its theoretical field of operation to 
an academic minimum, we find that it 
symbolizes the exchange of liquid capital 
in process of sale. 

Society has designed savings banking, 
however, for a different purpose. Its 
field is that of investment. It finances 
the ownership of -fixed capital in process 
of use. More briefly, savings banking 


Overlapping 


TH aims and methods of 
commercial banking, 
says the writer of this arti- 
cle, must be sharply distin- 
guished from those of sav- 
ings banking. He sees an 
overlapping of functions at 
present which tends to blur 
the line separating one 
type from the other. He 
reminds us that their tra- 
ditional separation was 
based on the essential dif- 
ference between their de- 
posits and, that these dif- 
ferences still exist. 


deals with ownership; commercial bank- 
ing with transfer of ownership. 

Having outlined their theoretical 
structure we may now examine the phe- 
nomena of their practical operation, the 
manner in which they differ in their two 
major fields, those of deposit and dis- 
count. 

The deposits of a savings bank are 
composed of the investable monied-cap- 
ital accumulations of small investors; the 
deposits of a commercial bank, of the 
temporarily idle operating capital of its 
patrons, to which should be added the 
proceeds of unextinguished credits ex- 
tended by bankers to depositors. 

The motives which send a depositor to 
a savings bank differ from those which 
urge him to a commercial bank. The 
savings depositor seeks compensation for 
his custom in the interest the banker 
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pays him. He rarely expects a loan. He 
makes practically no use of his bank in 
the field of deposit currency. All he 
wishes is safety of principal, a fair earn- 
ing on his capital and its return intact 
on reasonably short notice. 


Different Motive 


IMILARLY, the commercial deposi- 
S tor expects safety of principal. But 
he differs from his savings confrere in 
that he does not in theory—or rather 
should not in practice — expect interest 
on his deposit. He obtains his compen- 
sation from the privilege of obtaining 
credit commensurate with his rights and 
abilities as a borrower. Furthermore, 
he expects the immediate return of his 
deposit whenever he wills. 

But even though the commercial de- 
positor may fail to take advantage of 
his opportunities as a borrower, he yet 
receives a very large compensation for 
his custom in the deposit-currency func- 
tion of commercial banking. Not only 
does the bank collect and credit checks 
and drafts received by the depositor 
from his debtors, but it pays his orders 
in favor of his creditors. 


Unceasing Competition 


ie the matter of competition with non- 
banking agencies, there is a great 
difference between commercial and sav- 
ings banking. The latter competes for 
both its supply and outlet of funds with 
a number of agencies, life insurance 
companies, building and loan associa- 
tions, investment and mortgage bankers 
and the like. Particularly in the supply 
of funds, savings banking must con- 
stantly struggle to keep alive. Manu- 
facturers and other purveyors strive to 
increase the spending activities of po- 
tential depositors by displaying before 
them all the alluring articles and ser- 
vices a fertile and inventive age can 
originate. 

Patently, depositing money in a sav- 
ings bank is a drab business. It means 
self-denial. It caters to the satisfaction 
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of deferred rather than immediate 
wants. It does not appeal to the senses 
as do the beauty of line and color and 
mechanical perfection of a new auto- 
mobile. Its greatest emotional appeal 
is that of fear, fear of an improvident 
old age. Manifestly, this means noth- 
ing to the heedless, the thriftless, or 
those who live in the joy of the present 
moment. 

Commercial banking, on the other 
hand, has so few competitors, either in 
the supply or outlet of its funds, that 
it enjoys a near monopoly of privilege. 
Only in the last few years, when large 
corporations began to pile up huge cash 
reserves which they lend on call and 
otherwise, has commercial banking had 
any noticeable competition from outside 
sources. This is probably but a passing 
situation. Commercial banking’s grasp 
on commercial lending is too deeply 
seated. Part of it is based on the op- 
portunity, peculiarly offered the com- 
mercial banker, of lending his own 
rather than others’ credit; and part of 
it on the social monopoly granted him 
by law. Only banks may legally ac- 
cept commercial funds on deposit. 


An Underlying Contrast 


N another element of composition do 
the two varieties of banking differ. 

Savings banking implies profit; it repre- 
sents profit, the accumulated profit or 
savings of its depositors, and it repre- 
sents profit in loan retirement as well. 

Commercial banking, on the other 
hand, does not necessarily imply profit 
at all, even though, paradoxically, it 
more truly represents business, which is 
nothing more than an institution the 
purpose of which is to seek profit. It 
is quite possible for commodities to be 
exchanged—and any debt originated by 
the transaction to be cancelled—without 
the existence of profit in any form. For 
example, a dealer buys alfalfa hay for 
later resale. His motive, of course, is 
expectancy of higher prices and result- 
ing gain. But should the market price 
fail to rise at the time he is obliged 
to sell, patently the transaction would 
have left him with no profit and possibly 
with a loss. 

The illustration is in point in a bank- 
ing sense if the dealer had bought his 
hay with bank credit. Even though he 
had made no gain, he could yet retire 
his debt at the completion of the trans- 
action because his operation lay princi- 
pally in the field of exchange. He could 
sell his hay at or near the price he paid 
for it and use the proceeds to extinguish 
his indebtedness. 

Barring a severe price collapse or un- 
salability of the commodity financed, the 
greatest risk a banker bears in such 
a transaction is the danger of diversion 
of the proceeds by the borrower to other 


purposes. Sometimes this misappropria- 
tion is immorally deliberate but more 
often it is unconsciously unwitting. In 
any event the latter variety is probably 
the cause of more unnecessary anxiety 
on the part of bankers in agricultural 
sections than any other thing. The cor- 
rection of the evil is a definite under- 
standing between banker and borrower, 
when the credit is extended, as to the 
exact time and method by which the 
loan is to be paid. 


Change In Ownership 


EBT originating in a commercial 

banking transaction depends for 
its liquidation on an exchange of owner- 
ship; in other words, by relief of the 
debtor through funds supplied by a new 
vendee. Transfer of title may be quick 
or slow depending on the nature of de- 
mand for the commodity financed. A 
credit extended for the purchase of a 
carload of potatoes at a time of short- 
age in that crop is quickly extinguished. 
But if a banker should finance a dealer 
in the purchase of pipe organs at this 
time, he would be apt to find that the 
advent of the talkies had given him 
something more than a creditor’s usual 
interest in the outcome of his loan. 

To insure proper liquidation of a loan, 
the commercial banker must have com- 
prehensive knowledge of the briskness 
of demand for the commodity, the ex- 
change of which he is financing. Natu- 
rally he must base his loans on the 
exchange of those commodities which 
enjoy a rapid turnover. His credit ex- 
tensions must be of short duration and 
of easy collectibility in order to be com- 
patible in nature with the quick-chang- 
ing and immediate wants of his de- 
positors. Demand for their funds will 
brook no delay. They want their money 
when they want it, and no one can tell 
exactly when that event will occur. 


Like Investments 


HAT is not at all the case in savings 

banking. Only in a delayed sense 
do savings depositors require the re- 
turn of their funds. They are willing, 
and expect to wait for a profit. They 
employ the savings banker to invest 
their funds for them. They permit him 
a thirty day delay, if he requires it, in 
which to return their deposits. Some- 
times the original depositor never seeks 
return of his funds. 

Debt retirement in savings banking is 
accomplished by a very different method 
from that employed in commercial bank- 
ing. In the latter the presence of profit 
is not essential; transfer of ownership is 
the usual rule. In savings banking, 
debtors are occasionally relieved through 
funds supplied by a new vendee of the 
property pledged. More often creditor 
banks receive payment of a loan through 


its transfer to a new creditor. Neither 
however, is the accepted method capi. 
tal-debt liquidation. Such debts are, theo- 
retically, to be extinguished by the ap- 
plication of profits obtained from opera- 
tion of the property under pledg: 

Where liquidation of a savings loan 
depends on an exchange of er: ditors 
trouble is apt to arise. All is well if 
Mortgagor Smith is able to borrow from 
Bank B and pay off Bank A. The trouble 
with the method is that sometimes Bank 
B cannot be found. Witness the present 
when farm mortgage loans maturing in 
the hands of life insurance companies 
are finding other places to land extremely 
difficult. 

There is another considerable differ. 
ence in the relationship which exists be- 
tween a commercial banker and his pa- 
trons, and a savings banker and his. In 
banks which do a_ savings business 
only, depositors are usually distinct from 
borrowers. In reality, savings banking 
is a brokerage business, a mart where 
lenders and borrowers meet. The sav- 
ings banker is a third party, the medium 
by which supply and demand for capi- 
tal are mated. 

In commercial banking, the banker oc- 
cupies more of the position of a second 
party. The patron borrows directly from 
him, as we shall later see. Furthermore, 
there is an interchangeability or simul- 
taneous duality of position existing be- 
tween the commercial banker and his 
patron. At one time, the banker lends 
to the patron. At another, the patron, by 
depositing, lends in effect to the banker. 
Often both occupy the dual position of 
borrower and lender at the same time. 
The commercial borrower is almost al- 
ways a depositor. 


Savers Are Lenders 


HIS is not the case in savings bank- 

ing. Though the appreciative sav- 
ings banker is usually glad to extend 
credit to a loyal depositor, as a rule sav- 
ings depositors do not require it. They 
are lenders themselves rather than bor- 
rowers. Only rarely is there any perma- 
nent identity between the two as found 
in commercial banking. 

An exception, of course, is the case 
where the banker exacts the maintenance 
of a compulsory savings deposit during 
the life of a mortgage loan. It is rather 
difficult to justify this situation any- 
where and particularly in a purely sav- 
ings bank. The demand constitutes 
nothing more than driving a hard bar- 
gain made possible by credit scarcity, a 
temporary or cyclic condition. It is based 
on might rather than on mutual interest 
as found in commercial banking. There 
the depositor maintains his deposit wil- 
lingly for the purpose of insuring credit 
availability. Accordingly it is a more or 

(Continued on page 241) 
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Fits Every Banking Need 


Shaw-Walker manufactures, sells and installs modern systems, with 
the proper printed forms, indexing arrangements and housing equip- 
ment to completely and efficiently perfect the operating routine 
of any department in a bank or trust company, large or small. 


Commercial Bookkeeping 
Equipment— Desks—Trays— Cases 


These “Unit Plants” offer combined utility for handling 
all work of sorting, posting and filing checks. Shaw- 
Walker also furnishes form cards and systems for all 
commercial department needs. 


Shaw-Walker employs bank trained specialists who are 
eager to serve you, by analyzing your needs and recom- 
mending solutions to your operating problems. One of 
these men is probably in your city. Call him on your 
telephone or return the coupon, which we place below 
for your convenience. It will bring you desirable 
information and the name of our nearest representative. 


Vault Trucks for Tellers’ Use 


The use of trucks for every purpose adds 
greatly to the good service factor so necessary 
in the modern bank. besides minimizing 
chances of making costly errors. 


ve 


Insulated Savings Ledger 
Desks 


With these there is no need for carrying 
trays back and forth from the vault, 
since all records in this desk are pro- 


7 tected twenty-four hours per day against 
fire and tampering. 


THE SHAW-WALKER CO., 
Bank Dept., 
Muskegon, Mich. 
Gentlemen :—Please send us information on systems and equipment for 
modernizing the following departments of our bank: 
(Please write briefly below information desired.) 


| MUSKEGON, MICHIGAN 
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In the World’s Largest Building 


HICAGO’s new Merchandise Mart concentrates under one roof 
we the wholesaling of hundreds of related lines for the greater 
convenience of buyers. In this, the world’s largest building, the York 
Vault installed for the 

MERCHANDISE BANK AND TRUST COMPANY 
offers another example of York preeminence. Commensurate in every 
way with its surroundings, the combination Safe Deposit and Security 
Vault is built with heavy concrete wal’s, reinforced, and further forti- 
fied with a steel lining. The entrance is guarded by doors weighing 
approximately 23 tons each. There are over 2,000 safe deposit boxes 
in a complete range of sizes and the interior is beautifully finished 
with an especially designed polished steel ceiling, wall plates and 
fittings that conform to the latest standard in every respect. 


UAV, 
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All the engineering skill and experience of the world’s largest vault 
Hilf, Manufacturer are available to any bank, architect or engineer. 


» YORK SAFE & LOCK COMPANY 
YORK, PENNA. 


NEW YORK CHICAGO 
BALTIMORE CLEVELAND 
BOSTON WASHINGTON _ 
PHILADELPHIA LOS “ANGELES™_ 
SEATTLE - PITTSBURGH - 
8T. LOUIS MONTREAL 
8AN FRANCISCO HONOLULU 
2 PARIS 
HAVANA 


AVAUA 
Graham, Anderson, Probst € White, Inc. Architects. E. A. Strauss, & Sons, Vault Engineers 
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The World Bank Chooses an 
Active Part 


By WILLIAM R. KUHNS 


Deposits Encouraged from All Countries Where Gold Standard 


Prevails. 


Directors Appear Disposed to Make Immediate Use 


of Wide Discretionary Powers and Not to Confine Themselves 
to Collection and Distribution of Germany’s Annuity Payments. 


HE Bank for International 
Settlements, in its first few 
months of operation, has _ in- 
dicated with considerable clarity, 

the direction its development will take. 

What has been heretofore a matter of 

guesswork and conjecture, may now be 

measured with: a fair amount of ac- 
curacy. The prophecies, ominous and 
otherwise, which were inspired by the 
first suggestions of a “world bank,” can 
be replaced by the actual record of what 

has been done in Basle since May 12, 

when the board of directors held its first 

meeting. 

There has been a tendency among 
business men and bankers, except, per- 
haps, those who organized the bank, to 
regard its task and policies as things 
which might some day concern private 
individuals, but which were certainly not 
of any immediate importance. It was 
commonly assumed by writers on eco- 
nomic subjects and by other commen- 
tators, that the Bank for International 
Settlements would occupy itself quietly 
and exclusively with the collection and 
distribution of German annuities. Only 
very gradually or, rather, timidly, they 
thought, would the bank essay the role 
of a real bank; at least until the con- 
servative world of commerce became 
aware of and accustomed to a bank with 
no traditions, four official languages and 
directors representing sixteen  na- 
tionalities. 


Pursued Opposite Course 


HIS view must be revised, for the 

men who have been given the task 
of guiding the first steps of the new in- 
stitution show a very strong disposition 
to make the bank’s services available to 
all nations of the world. Central bank 
executives of the leading countries have 
been moving steadily toward a plan for 
general cooperation ever since the end of 
the war, and now that they have a 
neutral meeting ground it is not sur- 
prising that they should take advantage 
of it. Another important factor which 
has operated to get the bank quickly 
into action has been that most of the 


‘22 immediate goal of 
the new bank of all na- 
tions in Basle seems to be 
to place itself as soon as 
possible in a position to be 
of general service to central 
banks. The policies now 
being put into effect by the 
first board of directors 
point to a long view of the 
future. These policies are 
of special importance be- 
cause they constitute prece- 
dents and traditions for the 
new institution... They 
reveal an active effort to 
develop its non-reparations 
banking functions. 


unsolved economic problems today are 
world problems which cannot be treated 
effectively with local remedies. The 
statutes of the bank confer on the board 
of directors wide discretionary powers 
with reference to general banking activi- 
ties aside from the administrative re- 
sponsibility for the commercialization 
and mobilization of reparations pay- 
ments. Moreover, there exists an im- 
portant human factor in that the men 
composing this first executive personnel, 
are generally of a type who have formed 
the habit of acting vigorously. 

An examination of the record thus far 
shows that the officials intend to make 
the fullest possible use of their facilities 
and of their discretionary powers. More 
rapidly perhaps, than most bankers 
anticipated, the bank is broadening its 
interests to embrace a vast range of 
banking functions and services which it 
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is uniquely equipped by its charter, 
statutes, non-national character and its 
good-will asset, to perform. Amazing 
energy has marked each step of the 
transition from an untried and rather 
ephemeral project to an economic reality. 
There has been a total absence of fan- 
fare arid spectacle and citizens of Basle 
still frequently. shrug their shoulders 
when visitors ask how to get to the 
“international bank.” 


Political'’Aspects 


URING the first days of the for- 

mation political considerations stil] 
had precedence over strictly banking mo- 
tives. Gradually, however, as members of 
the board became better acquainted with 
each other and were able to carry on 
more and more of their discussions be- 
hind closed doors, it was found that most 
of the difficulties had sound solutions 
entirely separate from international 
politics. This separation has been made 
effective, as far as is humanly possible, 
although one of the bank’s first historical 
achievements was almost wholly within 
the field of politics. 

Simultaneously with the first official 
meeting of the board of directors, For- 
eign Ministers Briand of France and 
Curtius of Germany met in Geneva and | 
arranged the details of the Rhineland 
evacuation. Strictly speaking this was 
political but it was also the culmination 
of many weeks of skillful diplomatic 
and economic work performed by the or- 
ganizers and officials of the Bank for 
International Settlements. 

Serious obstacles blocked the bank’s 
first efforts to move. The international 
loan of approximately $300,000,000, en- 
visioned in the Young plan, had to be 
floated as soon as possible, and invest- 
ment bankers on both sides of the At- 
lantic were in a state of emphatic dis- 
agreement as to when the various mar- 
kets would be ready to absorb such an 
offering and at what price. | 

A somewhat striking fact connected 
with this first board meeting should be 
recorded because it disclosed in a par- 
ticularly understandable way the temper 
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of the bank. Newspaper correspondents 
who waited for the lengthy and tur- 
bulent session to adjourn, were given a 
communique containing a considerable 
list of things accomplished but with no 
reference whatever to difficulties. This 
was in good banking tradition, as dis- 
tinguished from politics, and showed a 
preference’ for keeping the bank’s affairs 
to itself until agreement had been 
reached. A similar policy has been the 
rule thereafter in all published accounts 
of the bank’s activities and this has had 
the effect of further insulating the 
affairs of the institution and the deliber- 
ations of the board, from the noise and 
commotion of party politics in the vari- 
ous capitals. 


Stumbling Blocks 


HE initial difficulties were of a size 
and number to cause dismay. Great 
Britain refused to accept a larger part 
of the projected international loan than 
the sum which had been allotted to her 
from the annuities. The banking group 
representing the former allies were in- 
sisting that Germany deposit with the 
bank an additional guarantee in view 
of the fact that the Hague Conference 
had approved an extra $100,000,000 
flotation for the benefit of Germany’s 
postal and railroad services. . European 
and American bankers were far apart 
on the question of what interest rate the 
loan should carry. British opinion 
seemed to be veering more and more 
toward the view that the bank might 
grow into a new and dangerous source 
of competition and acquire a slice of 
London’s world-wide banking business. 
Widespread criticism of the American 
tariff outlook was reflected at Basle in 
certain incipient signs of hostility toward 
citizens of the United States acting as 
dominant officials of the bank. A half- 
formed European bloc talked vaguely 
of the bank as a potentially powerful 
weapon in the hands of a “United Eu- 
rope,” with which to meet trans-Atlantic 
economic pressure. Belgium was still 
chafing from her failure to have the 
bank located in Brussels and Italy looked 
upon the whole scheme with suspicion as 
something which would not work out to 
the glory of Fascism. In general, this 
first meeting took place in an at- 
mosphere still smoky with rancor, rivalry 
and bitterness, largely an inheritance 
from the Versailles Treaty and the un- 
friendly politics of the post-war epoch. 
The bank began to function with about 

a dozen employees, in addition to the 
directors, officers and administrators. 
Germany deposited certificates of in- 
debtedness covering annuity payments 
under the Young plan. S. Parker Gil- 
bert disbanded his Berlin organization of 
180 persons and burned 143,000,000,000 
marks worth of German Government and 
railroad bonds for which the Reparations 
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Commissions had been agent under the 
Dawes plan. The bank’s first official 
business as a financial institution was to 
accept the trusteeship of the Dawes Loan 
of 1924, 


Extreme Liquidity 


HE initial monthly statement, made 

public on June 5, indicated that the 
maintenance of an unusual degree of 
liquidity would be the cardinal principle 
of the bank’s investment policy. ‘This 
course of action was specifically ap- 
proved two weeks later by the newly 
named committee on investments. Re- 
cently, in view of abnormally low money 
rates and the difficulty of maintaining 
earnings, the committee has approved 
some purchases of longer maturities, 
such as British treasury bills, in order 
to obtain the higher return. 

The committee, in whose hands, it is 
now evident, rests an enormous power 
for good or ill over the world’s credit 
structure, is composed of Montagu Nor- 
man, governor of the Bank of England, 
Emile Moreau, governor of the Bank of 
France, Hans Luther, governor of the 
Reichsbank, Signor Beneduce, director 
of the Bank of Italy; and ex-officio, Gates 
W. McGarrah, president, Leon Fraser, 
deputy chairman and Pierre Quesnay, 
director general. It is the consensus 
of this group that the Bank for Interna- 
tional Settlements should keep itself in a 
far more liquid condition than any of the 
participating banks. 

Also evident in the first monthly state- 
ment was the purpose of the bank’s 
board of directors to encourage deposits 
from as many countries as _ possible, 
regardless of whether or not they were 
directly concerned with the payment or 
receipt of reparations; and to encourage 
the active cooperation of all central 
banks in countries where the gold stand- 
ard prevailed. The board voted on June 
16 to send invitations to the central 
banks of twelve European countries to 
subscribe to some of the bank’s stock. 
Items included in the statement, more- 
over, showed that the deposits of central 
banks in the bank even at this early 
date, equalled the total reparations ac- 
count. The officials and board members 
talked little but in the few comments 
they did make, gave evidence that the 
development of the institution as a true 
“world bank” was their chief aim. It is 
true that they did not share equally in 
this ambitious view but the skeptics were 
in a minority from the start. 

Two facts, then, of special significance, 
stood clearly forth when the bank was 
barely a month old, namely that only 
6 per cent of the bank’s assets were in- 
vested at longer than six months; and 
that the so-called general banking busi- 
ness had reached an importance commen- 
surate with the task of handling annuity 
payments. 


The second statement covering the 
condition of the bank at the end of 
July, reported a gain in assets of almost 
218,000,000 Swiss gold francs, over the 
previous statement, bringing the total to 
1,303,000,000 francs. It is not difficult 
to read in this second statement con. 
firmation of the policy forecast in the 
first, of increasing non-reparations de. 
posits and of making wider use of the 
general banking facilities. Sight de- 
posits, both for the account of central] 
banks and for the account of others, 
increased during the month from 264,. 
783,275.12 Swiss gold francs, to almost 
330,000,000. This item can be regarded 
as of particular importance in view of 
the fact that one of the chief objectives 
discussed by the men who originated the 
world bank idea and by those who drew 
up its charter and statutes, was the crea- 
tion of an international gold clearing- 
house which would reduce to a minimum 
the physical movements of gold from one 
country to another. In its capacity as 
reparations agent or “in line of duty,” 
it might be said, during the month, the 
proceeds of the International loan floated 
under the Young plan were distributed. 

Meanwhile signs accumulated that the 
bank was preparing to swing into a long- 
er stride. It was announced in mid-July 
that negotiations had been concluded 
whereby it would act as trustee for 
the Austrian Government’s international 
loan of $100,000,000. The leading bank- 
ers of the international group sponsoring 
the flotation had made a formal request 
to the bank to undertake this task. The 
Austrian Government had concurred in 
this request. The use of the new bank 
as trustee for an international loan was 
wholly experimental but to quote one 
American who had a part in the work: 
“it begins to seem puzzling how we ever 
got along so well without the convenience 
of a central ‘central bank’ acting neu- 
trally in such matters.” 


Previously League Function 


HE prospect is now widely discussed, 

particularly in Paris and Berlin, of 
making the facilities of the institution 
available to countries of suitable credit 
standing’ which might wish to obtain 
loans in foreign markets. Only a few 
years ago when Austria floated a loan for 
reconstruction purposes the League of 
Nations acted as trustee. This arrange- 
ment worked out fairly well for both 
debtor and creditors but it is significant 
that there was little hesistancy, in the 
case of this second loan, in choosing 
Basle instead of Geneva. Reduced to its 
simplest terms, the League of Nations 
was political and the Bank for Interna- 
tional Settlements was not. 

This suggests, finally, the one thing 
that will determine what progress the 
bank will make in the direction it is now 

(Continued on page 238) 
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By telephone or telegraph, by mail 
or personal call, correspondents 
have immediate contact with an 
officer who is familiar with their 
particular requirements. 


This close relationship has been. 
developed through our Divisional 
Organization, which has at its 
command complete facilities which 
have been developed since 1863. 


The First National 
Bank of Chicago 


Affiliated 
First Union Trust 
and Savings Bank 


FRANK O. WETMORE FREDERICK H. RAWSON HARRY A. WHEELER MELVIN A. TRAYLOR 
CHAIRMAN CHAIRMAN VICE-CHAIRMAN PRESIDENT 


EDWARD E. BROWN JOHN P. OLESON CRAIG B. HAZLEWOOD BENTLEY G. McCLOUD 
VICE-PRESIDENT VICE-PRESIDENT VICE-PRESIDENT VICE-PRESIDENT 


Division F— Banks and Bankers 


JOHN F. HAGEY GEO. H. DUNSCOMB JOHN J. ANTON THOMAS J. NUGENT 
VICE-PRESIDENT VICE-PRESIDENT ASST. VICE-PRESIDENT ASST. VICE-PRESIDENT 


RALPH G. HERSEY LELAND L. HOBBS EDWARD J. JENNETT MELVIN H. THIES 
ASSISTANT CASHIER ASSISTANT CASHIER ASSISTANT CASHIER ASSISTANT CASHIER 
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Installing Rivet-Grip reinforcing @ 
units in 6-foot thick roof slab— 
Cleveland Federal Reserve Bank. 


The World’s Largest 
Vault Door and 
Balanced Protection 


BANK VAULT REINFORCEMENT 


HILE in Cleveland you’ll visit, of course, the 
Federal Reserve Bank, inspect the massive 
48-inch York Vault Door—and while you can’t see 
the construction of the vault walls you’ll be interested 
to know the protection of the door is balanced by the 
equally important Rivet-Grip bank vault reinforce- 
ment that /fil/s the walls. 
esos In ten Federal Reserve Bank vaults and in hundreds 
Torch Resisting of banks, both large and small, all over the country, 
Rivet-Grip stands guard with walls that balance the 
protection of the strongest vault door. 


Illustrations of bank vaults in many banks equipped 
with Rivet-Grip protection, together with full infor- 
mation gladly sent you. Ask us. 

THE RIVET-GRIP STEEL COMPANY 


2404 Prospect Avenue - Cleveland, Ohio 


When writing to advertisers please mention the American Bankers Association Journal 
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The Unit Bank’s Place 


By GEORGE E. ANDERSON 


Analysis of Testimony Before Congressional Inquiry Reveals 
Striking Divergence Among Leading Bankers Regarding Effi- 
ciency and Wisdom of Branch Banking. Opinions Not Divided 
Along Sectional Lines. Trade Area Question Is Fundamental. 


N his testimony before the House 

Banking and Currency Committee 

last February Governor Young of 

the Federal Reserve Board stated 
that he doubted whether there was a 
popular public demand for group, chain 
or branch banking. “As I see the situ- 
ation,” he said, “the group and chain 
banks have developed because of neces- 
sity even though the law has not en- 
couraged it to any great extent. It there- 
fore seems to me a natural development 
and certainly these figures that I have 
given to the committee this morning 
must convince the members of the com- 
mittee that this is a tremendous growth 
in the country that must come from some 
reason.” 

Elsewhere he indicated that an admis- 
sion he made in favor of branch banking 
as offering greater security to the de- 
positor was made with great reluctance 
inasmuch as he himself was a country 
banker and his sympathies were with 
the unit bank. This, in short, seems to 
be the attitude of the supervisory bank- 
ing authorities of the country as well as 
most if not all of the witnesses before 
the committee. Practically all of them 
admit the force of the arguments in favor 
of the unit bank. It is admitted first of 
all that if the unit bank can be made 
strong enough it is better fitted to care 
for local interests; its officers are in 
closer touch with the local conditions, 
their own interests and the interests of 
the banks are intertwined with the in- 
terests of the community, their institu- 
tions are matters of local pride, they 
represent the independence and self-re- 
liance of the community of which they 
are part and parcel and with which they 
must rise or fall. 


The National View 


N broader grounds it is urged that 

the unit bank is necessary for the 
preservation of the national banking sys- 
tem, that its disappearance would impair 
the position of the Federal Reserve Sys- 
tem and that its continuance is neces- 
Sary to prevent that monopoly of the 


credit facilities of the nation which many: 


of the opponents of branch banking in 
any form fear and to which practically 
all witnesses expressed opposition. Ad- 


Where All Meet 


FoLLow the voluminous 
Washington testimony 
by any road and it leads to 
this: What geographical 
limits should be placed 
around branch banking to 
preserve competition? Mr. 
Anderson writes that none 
of the witnesses would ven- 
ture a definition of the 
“trade area” as suggested 
by Comptroller Pole. If na- 
tional banks crossed state 
lines, state banks would 
feel they were handicapped; 
and trade areas rarely co- 
incide conveniently with 
state boundaries. 


mitting the force of much if not all of 
this reasoning, however, the proponents 
of branch banking indicate that in spite 
of the merits of the unit bank, circum- 
stances and conditions tend toward a 
new form of organization. The chief 
arguments against the unit bank have 
been given expression by Comptroller 
Pole in various reports and addresses as 
well as in his testimony before the 
House committee. The argument may be 
traced by excerpts from his testimony: 


“In several parts of the country more than 
half of all the banks in existence in 1920 
have closed their doors and many of those 
which are left have little likelihood of success 
under present conditions. * * * It is with 
great reluctance that I have slowly come to 
the conclusion that our small independent 
unit country banks are no longer fulfilling 
the purposes of their creation and that there 
is need for a better, sounder, and stronger 
system. * * * We are faced with banking 
situation which applies almost entirely to 
the rural districts although it should be borne 
in mind that there are also a _ considerable 
number of small banks in the larger cities, 
particularly in the outlying districts. There 
were on June 30, 1929, in the United States 
24,912 incorporated banks; 20,008 were situ- 
ated in cities of 10,000 population or less. 
In other words more than four-fifths of all 
the banks in the United States are situated 
in small towns. The average capital of these 
banks is about $44,000. * * * It is among 
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these small banks that most of the failures 
have occurred. * * * Seventy-one per cent of 
the banks that failed, national and state, 
were capitalized below $50,000 each and 88 
per cent under $100,000. By far the largest 
number of failures occurred among banks 
having capital of $25,000 or less, these con- 
stituting 63 per cent of the failures. * * * 
A little over 40 per cent were situated in 
towns and villages having less than 500 
persons; 20 per cent failed in towns having 
between 500 and 1000 population; about 20 
per cent failed in towns of from 1000 to 
2500 population and an additional 12 per cent 
occurred in towns from 2500 to 10,000 popula- 
tion. In other words, about 92 per cent of 
the failures were in places having less than 
10,000 population. * * * In the year 1929 
there were 640 bank failures in the United 
States causing a tying up of about $234,- 
000,000 of deposits, the greatest of any year 
in the decade except 1926. During the first 
seven weeks of 1930 there have been 155 
additional failures. * * * The nine year 
period ending with Dec. 31, 1929, witnessed 
5,640 bank failures with aggregate deposits 
of $1,721,000,000 
through small 
population.” 


In the first six months of 1930 there 
occurred 474 bank failures in the coun- 
try involving deposits amounting to 
$207,978,000 —the largest number of 
failures in any six months’ period in 
the country’s history, except the last 
half of 1926 and the largest amount of 
deposits in any half year period with- 
out exception. Bringing the Comp- 
troller’s statistics up to date, the ten 
year period ending with the 30th of 
June 1930, witnessed the failure of 775 
national banks and 4,912 state and pri- 
vate banks or 5,687 banks in all tying 
up deposits aggregating about $1,750,- 
000,000 not including deposits in about 
700 banks reopened or likely to be re- 
opened. 


scattered very largely 
cities of less than 10,000 


New Conditions 


HE comptroller cited the many 

causes assigned for these bank fail- 
ures, among them in one _ section 
droughts, in another insect pests, in an- 
other failure of the cattle market, a drop 
in the price of wheat as well as mis- 
management or criminal management 
and so on; among others is that too 
many rural bank charters have been 
granted. He believes that the basic cause 
can be found in the great economic and 
social changes which have come over the 
country in the past fifteen years. 

“Local communities which at one time 
were economically and socially indepen- . 
dent,” he said, “have been put upon 
arterial highways which have drawn 
them close to the larger cities. It is now 
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impossible for the country bank to gain 
that diversification in the banking busi- 
ness which was possible a few decades 
ago. The business of the small city is 
becoming more and more an adjunct of 
the larger commercial centers. Oppor- 
tunities for independent local financing 
are becoming fewer and fewer. The 
commercial business and the trust busi- 
ness are going to the large city bank. 
The country bank is left largely with 


real estate and small local loans. If, / 


therefore, these fundamental conditions 
have caused the business of the small 
bank to shrink to the point where it 
becomes unprofitable for the bank to 
operate we are met with a basic con- 
dition which cannot be cured by pallia- 
tives.” 

Similar statistics and similar conclu- 
sions were presented by Governor Young 
of the Federal Reserve System particu- 
larly in the form of a report from in- 
vestigators of the Federal Reserve 
System. Governor Young repeatedly 
indicated that one cause for the failure 
of so many country banks was an in- 
creasing lack of confidence on the part 
of the public which resulted in large 
withdrawals of deposits for hoarding or 
for transfer to larger centers. 


Concentration in Cities 
all the questions and 


answers in testimony given before 
the committee ran the idea that there 
were too many banks in small towns; 
that the small towns themselves were 
dwindling in business if not in size with 
resultant loss of business; and that some 
of the smaller towns and cities were 
changing from an agricultural to an in- 
dustrial system as an adjunct to larger 
industrial centers which resulted in con- 
centrating business and banking in the 
larger cities. There was the argument 
that country banks are in no position 
either in their relations to larger busi- 
ness movements or in their earning ca- 
pacity to afford the modern diversified 
service offered by the large city banks 
and now available to most rural districts 
as a result of improved transportation 
and communications. 

The weakness of the small unit bank 
was indicated as resulting largely from 
the fact that their interests are too 
much confined to a single industry such 
as agriculture, and that industry in a 
bad condition; that their earning capac- 
ity had been reduced by laws and regu- 
lations such as the par-value-of-checks 
rule of the Federal reserve; that the de- 
velopment of the Federal land banks and 
joint stock land banks had taken away 
from the country banker much of his 
profits formerly derived from the real 
estate mortgage business, insurance busi- 
ness, and numerous similar aids to his 
banking. Finally there was the argu- 
ment that the small city bank is not 
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large enough in resources and organi- 
zation to serve the large industrial inter- 
ests developing in many such communi- 
ties, necessitating recourse by such in- 
dustries to large city banks. 

All these facts were accepted by wit- 
nesses and members of the committee as 
indicating the need of a change in bank- 
ing methods. Group and branch banking 
advocates accepted them as indicating 
the necessity of group and branch bank- 
ing. Adherents of the unit bank system 
accepted them as indicating the need of 
strengthening the unit banks by requir- 
ing the latter to have more capital and 
better management, or, as in the testi- 
mony of former Comptroller Henry M. 


, Dawes, of abandoning banking service in 


communities which under the unit sys- 
tem cannot support their own banks. It 
is probably not too much to say that at 
the close of this phase of the testimony 
before the committee the members gen- 
erally accepted the group and branch 


‘banking movement as the result of an 
feconomic urge rather than the result of 


pressure and propaganda in favor of 


| multi-banking on the part of large city 


bank interests for the purpose of obtain- 
ing control of the credit supply of the 
country, an idea which some of the mem- 
bers of the committee seem to have en- 
tertained when the hearings opened. 
Some Opinions Differ 
N analysis of the testimony and of 
all that has been written on the 
subject discloses certain significant facts. 
In the first place the situation is not one 
in which the great New York banks are 
ranged on the side of the branch bank 
proposition while the country banks are 
ranged on the other side in opposition to 
branch banking. The Chase National 
Bank interests—the interests of the 
largest bank in the world at the present 
time, as represented by Albert H. Wig- 
gin, chairman of the board, and Benja- 
min M. Anderson, economist—are op- 
posed to branch banking in principle. The 
National City Bank, as represented by 
Charles E. Mitchell, chairman, is in favor 
of branch banking. The Central Han- 
over Bank as represented by George W. 
Davidson, its president, is opposed to 
branch banking. On the other hand many 
of the larger banks in what may be 
termed the country districts of the na- 
tion not only accept the branch bank 
principle but have already acted upon it 
and are maintaining systems of branches. 
In some respects the most lucid pres- 
entation of the case for branch banking 
came from E. B. Greene, chairman of the 
executive committee of the Cleveland 


| Trust Company of Cleveland, Ohio; in 
fact the strongest arguments in favor of 


branch banking came from authorities 
outside of New York. Henry M. Dawes, 
of Chicago, former comptroller of the 
currency, who discussed the matter from 
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the standpoint of the heavy d 
and business man, and whose 
affiliations would naturally predispose 
him to favor branch banking if the lat. 
ter may be taken as representative of 
the ideas of large aggregations 
tal, was a most pronounced opp: 
branch banking. 

In the second place, with the »ossible 
exception of Mr. Dawes, none of the 
witnesses before the committee assumed 
an uncompromising attitude in the mat- 
ter; in fact sooner or later in the hear. 
ings practically all of them were found 
to be open-minded. Mr. Davidson thought 
that the unit bank and the independent 
banker in a community, locally owned 
and locally responsive, has been a tre- 
mendous force in the development of the 
country; that the recent volume of bank 
failures has been due to deflation of the 
war boom; that the multibank cannot 
prevent failures and that it cannot do 
anything for the country banks which 
city correspondents cannot do. Neverthe- 
less he thinks that branch banking within 
a community is a good thing, that branch 
banks are preferable to group banks 
and that national banks should be allowed 
to have branches where state laws per- 
mit state banks to have them. 

Mr. Wiggin prefers that branch bank- 
ing be not extended but thinks that 
groups are all right in certain localities 
and that they add strength to small 
banks and that national banks should be 
allowed to have the same privileges as 
state banks in the matter of branches. 
Dr. Anderson is opposed to branch bank- 
ing in principle. He is opposed to the 
development in the United States of a 
system similar to the branch bank sys- 
tem of Great Britain, Canada, Germany, 
and most continental countries; he thinks 
that branch banking would have failed 
in the same communities and under the 
same conditions as unit banks and thinks 
that the country would soon lose good 
men it cannot afford to lose with the 
gradual disappearance of independent 
unit banking. But Dr. Anderson also 
thought that “branch banking, perhaps 
centered about a county seat, in a small 
place that cannot afford a bank is worth 
studying.” He also thinks that national 
banks should be allowed to have branches 
where state banks are permitted to have 
them. 


Mr. Mitchell’s testimony indicates he 
thinks that the trend is from the unit to 
the multibank—that a local banker can 
be too responsive to local demands and 
local sentiment, that the small depositor 
and borrower can best be taken care ot 
by mass production in a branch bank 
system. But he thinks the “trade area” 
limit for branch banking is too broad at 
present and that the development will 
come gradually and by regions. 

(Continued on page 246) 
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A Diebold vault door 
meets its frame 


THE FINAL TOUCH to a Diebold Vault Door is its fitting to its frame at the hands of skilled 


craftsmen. Only hands... deft from many, many years training and experience . . . are 
accurate enough to fit steel to steel in perfect union, yet eliminate binding. Only the patience 


of men who pride themselves in what they do to perfection, can fit a vault door that will seal 
perfectly when locked, yet release immediately when unlocked. Only such hand craftsmen 
as these fit the great Vault Doors for Diebold Safe and Lock Company, Canton, Ohio. 
Inspection service for all installations. . . . Vault doors equipped with Timken tapered roller bearings 


Twenty-four-hour protection against daylight hold-up, burglary and fire is now available 


Diebold 


SAFE AND LOCK COMPANY 
C A N T N © H I 


SEVENTY YEARS 0 F BAN K SERVICE 
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EVERY KIND OF 
ACCOUNTING IN ANY BANK 


CAN BE HANDLED WITH GREATER SPEED AND 
ACCURACY ON NATIONAL ACCOUNTING AND 
POSTING MACHINES 


BANK USES for NATIONAL 
ACCOUNTING 
and POSTING MACHINES 


National Posting Machine 


National Accounting 
Machine 


The service which National Cash Register prod- 
ucts offer to the banker is not limited to any one 
‘department. It reaches into every department 
and to many distinctly different types of bank 
accounting. 


In the savings department the National Posting 
Machine offers a protection, economy and ac- 
curacy never before possible. As a result it is 
standard equipment in the greatest savings 
institutions in the country. 


On all other phases of bank accounting the 
National Accounting Machine has outstanding 
advantages. From Clearings to General Ledgers, 
from the simplest to the most complicated, these 
machines are turning out work faster, at less cost 
and with greater safety than other methods. 


Banks which discuss their accounting problems 
with our representatives are finding new ways to 
increase efficiency, lower costs and please cus- 
tomers. There is a representative near you. 


Savings Accounts - 
Liability Ledgers 


Foreign Ledgers and 
Statements 


Corresponding Bank 
Ledgers, Statements 


Trust Ledgers and 
Statements 


General Ledgers 


Individual Books and 
Statements 


Transit Letters 

Internal Proof 
Clearings 

Cashier’s Checks 
Advices and Notices 
Scratchers and Journals 


... and every other form 
of bank accounting. 


THE NATIONAL CASH REGISTER COMPANY 


World’s Outstanding Producer of Accounting Machines and Cash Registers 
DAYTON, OHIO 


When writing to advertisers please mention the American Bankers Association Journal 
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The Condition of Business 


Confidence in Seasonal Recovery is More Pronounced. Mer- 
chandise Inventories on June 30 Were But 7 Per Cent Lower 
Than a Year Ago. Favorable Developments in the Short and 
Long-Term Money Markets. Fourteen Points to Consider. 


HE level of industry and trade 
has continued at low ebb during 
the past month but the classifica- 
tion of business news according 
to what are generally interpreted as 
“ynfavorable” and “favorable” develop- 
ments now finds the two groups about 
equally divided, with possibly a slight 
balance on the side of the favorable. 
There was an important resumption of 
operations in the automobile industry 
after somewhat longer than usual shut- 
downs for vacations, and two other key 
industries, namely steel and building, 
have shown signs of improvement. 
Confidence that there will be some re- 
covery in business this year is becoming 
much more pronounced, and our past his- 
tory shows that seasonal speeding up in 
September and October has never failed 
to materialize, save in exceptional cases 
when business generally was on a sharp 
downgrade, as in 1929. Conditions at 
present undoubtedly warrant the usual 
seasonal upturn and the mere “replace- 
ment buying” of clothes and other neces- 
sities may be surprisingly brisk. It is 
difficult at this time, however, to find 
factors that may be relied upon to carry 
this seasonal movement, after it has spent 
its force, further upwards to the pros- 
perity level for all lines before the end 
of the year. 


The Decrease in Inventories 


T is agreed that the inventory situa- 

tion is always one of the chief factors 
affecting future business activity and 
profits, and comparison of the June 30 
balance sheets of 150 representative cor- 
porations shows that the reduction in in- 
ventories as compared with one year pre- 
vious has not been impressive, although 
there has been some reduction, amount- 
ing to slightly more than 7 per cent for 
the group as a whole. In view of the 
attitude of caution that has ruled busi- 
ness since the recovery begun this spring 
failed to carry through, it may be as- 
sumed that manufacturers and mer- 
chants will soon be looking toward their 
year-end statements and making every 
effort to reduce stocks to a minimum and 
build up a strong cash position. 

Actual size of inventories is a question 
on which there has been much discussion 
recently and about which there appears 
to be considerable difference of opinion. 


It has been frequently stated, in some 
quarters, that the curtailment in produc- 
tion this year has been much greater 
than the falling off in consumption of 
goods, with the result that stocks have 
been worked down materially and in 
some industries are so low that a slight 
quickening of demand would immediately 
be translated into higher production 
schedules. In other quarters the opinion 
is expressed that inventories everywhere 
are excessive, that their pressure upon 
the markets is responsible for the con- 
tinued decline in prices and that it will 
take several months more to reduce them 
to normal size and warrant a genuine 
recovery of business. 


What the Sheets Show 


N an effort to obtain information on 

the subject in a form that could be 
measured, a study has been made of the 
corporation balance sheets that have been 
published during the past two months, 
comparing the inventories on June 30, 
1930, with those of June 30, 1929. The 
number of reports available is compara- 
tively limited, since only about one out 
of four concerns that publish interim 
statements of earnings accompanied it 
with a balance sheet. Of the 150 reports 
to date, 86 showed smaller inventories 
on June 30, 1930, than a year before, and 
64 were larger, while the combined total 
for all companies decreased from $1,548,- 
000,000 to $1,436,000,000, or by 7.3 per 
cent. Following is a summary showing 
the combined inventories in major indus- 
trial groups at the’ mid-year 1929 and 
1930, with the percentage of change: 


Comparison of Merchandise Inventories 
(In Thousands of Dollars) 


Cent 


Inventories June 30 
1930 Change 


Industry 1929 
Autos—Gen. 

Motors $159,778 $218,478 
Autos—Other 116,05 150,389 
Auto Accessories 
Building Materials 
Chemical Products 
Electrical Equipment 
F ucts 
Household Goods 
Iron and Steel 
Leather and Shoes 
Machinery and Tools 
Merchandising 
Metals, Non-ferrous 
Paper Products 
10 Petroleum 
Rubber Mfg. 

12 Textiles and Apparel 46,174 57,550 
17 Miscellaneous 152,973 150,536 


150 ‘Total $1,436,356 $1,548,451 


Because of the limited number of com- 
panies available for the tabulation, the 
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showing of individual groups is apt to be 
influenced unduly by one or two out- 
standing concerns and the percentage 
change is only a rough approximation or 
indicator. General Motors Corporation 
accounts for such a large share of the 
total that it is shown separately from 
the other groups, and if the decrease of 
$57,000,000 in its inventories were elimi- 
nated from the comparison, the aggre- 
gate inventories of the remaining 149 
companies would show a decrease of only 
4 per cent. — 

The decrease in inventories that has 
occurred in the case of a majority of in- 
dustries and individual companies is per- 
haps less than might have been expected, 
and in part reflects merely the lower 
level of prices. Nevertheless it is a de- 
velopment in the right direction. Because 
of the tendency during recent years to- 
ward a continual lowering of inventories, 
the present situation perhaps demon- 
strates that business had already reduced 
stocks to around the minimum required 
for operations. Moreover, when general 
business slows down the wholesale and 
jobbing trade usually falls off much more 
abruptly than the buying by the public. 
Department stores reporting to the Fed- 
eral Reserve Bank of New York showed 
a decline of 3.4 per cent in their July 
sales as compared with a year ago and 
chain stores a decline of 3 per cent, but 
wholesale trade dropped no less than 24 
per cent. This naturally causes a back- 
ing up of finished goods in the hands of ° 
manufacturers, unless they promptly 
curtail production, and many of them 
have not curtailed as much as might 
seem warranted by near-term market 
requirements but have continued to oper- 
ate on part time so as to give employ- 
ment to labor and keep their organiza- 
tions intact. 

Considering the foregoing factors and 
others that might be mentioned, it would 
not appear that the data at present 
available would warrant conclusions that 
any great change in inventories had taken 
place either way in the manufacturing 
industries as a whole. Possibly the De- 
cember 31, 1930, statements, which will 
be published in much greater numbers, 
will show a more substantial decrease 
compared with the year previous. 

There are still large stocks of various 
raw materials in the hands of producers 
or dealers, and large amounts of finished 


Per 


224 


goods, in the hands of purchasers, which 
have not yet been fully paid for and 
therefore are not entirely out of the in- 
ventory picture, but no reliable infor- 
mation on these two matters is avail- 
able. 


Reduction in Costs 


T is a favorable sign that costs of fin- 

ished goods are being reduced in ac- 
cordance with lower prices paid for raw 
materials and through the elimination of 
unnecessary expenses throughout the 
manufacturing and sales organizations 
and an increase in efficiency generally. 
When these lower prices for finished 
goods are passed along through the re- 
tailer to the public, the individual pur- 
chaser will be able to buy a greater 
quantity of goods with the same amount 
of money and this of course brings the 
increase in consumption of goods that 
benefits everybody. 

We cannot have a business boom unless 
goods are being freely produced and con- 
sumed, and at present prices the public 
is not buying the goods that our fac- 
tories have the capacity to produce. To 
date there has been no widespread move- 
ment toward reduction in wages, and if 
manufacturing costs can be lowered 
through raising the efficiency of labor 
rather than through wage reductions it 
would be highly desirable. The rapid 
expansion in business, that reached its 
crest in 1929, raised costs and developed 
other maladjustments, as expansion al- 
ways does, the subsequent slump threw 
many relationships rather badly out of 
joint, and the past several months have 
brought a natural correction of the situ- 
ation back toward balance. 

Leadership in the adoption of progres- 
sive methods is usually given to the auto- 
mobile industry, which in recent years 
constantly has expanded its markets by 
lowering costs and selling prices until 
today the dollar value contained in any 
of the standard cars is beyond compari- 
son with that of ten or even five years 
ago. Recent price cuts were made in an 
effort to enlarge sales volume in the re- 
maining months of the year and for the 
purpose of clearing stocks preparatory 
to the introduction of new models. 

The great bulk of the business is being 
obtained by the Ford and Chevrolet, each 
of which has approximately one-third 
of the total, leaving the remaining third 
to be divided among forty other compa- 
nies. Ford in fact accounted for 41.4 per 
cent of all new passenger cars registered 
in the United States during the first six 
months of 1930, and 45.7 per cent of the 
trucks. 


Railroad Economies 


NOTHER illustration of the wide- 
spread war on costs is to be found 

in the increased use of roller bearings on 
railroad cars. A large number of coaches 
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and dining cars have been thus equipped 
and the Pennsylvania Railroad is now 
trying out locomotives having Timken 
bearings instead of the plain pins that 
have a tendency to heat up on sustained 
runs at speeds in excess of sixty miles 
per hour. Its schedules are being tight- 
ened up all along the line and there is 
talk of fourteen-hour trains between 
New York and Chicago in the not dis- 
tant future. 

Reduction in railroad costs is imper- 
ative if a substantial falling off in traffic 
such as has occurred this year is to be 
prevented from wiping out net income 
altogether, inasmuch as many items of 
overhead expense are relatively inflex- 
ible and the margin of operating profit 
is extremely narrow. Relative declines 
in gross and net as compared with last 
year have been as follows: 

Operation of Class I Railways, January to July, 
1930, and Percentage Change from 1929 
(000’s Omitted) 


Per Cent 
cline 


et 

Per Cent Oper. 
Decline Income 
$55,474 

59,451 

61,074 

61,171 

69,174 

68,883 

46,000 


Gross 
Revenues 


$451,190 
427,941 
451,717 
451,203 
463,130 
444,848 
459,000 


Month 


January 
February 
March 
April 
May 
June 
July* 


*Partly estimated. 


Car loadings in July were 14 per cent 
under those of a year ago, gross reve- 
nues were down 17 per cent and net op- 
erating income was down 382 per cent or 
very slightly less than during the months 
since February. Voluntary reductions 
that have been made in freight rates on 
livestock, feed, hay and water in the 
drought areas constituted a highly com- 
mendable act on the part of the railways, 
but it is not believed that they will re- 
sult in any serious loss of gross reve- 
nues and it may be more than offset if 
there is a recovery in the shipments of 
non-agricultural commodities during the 
remaining months of the year. 


News of Other Industries 


RODUCTION of automobile tires has 

been curtailed to correspond with de- 
mand and the output in June of 5,463,737 
pneumatic casings practically matched 
the month’s shipments of 5,463,658. 
Stocks of casings on hand July 1 
amounted to 14,162,170 and were 19.5 per 
cent below a year previous. 

Petroleum production is being held 
down below 2,500,000 barrels daily as 
against a rate of nearly 3,000,000 barrels 
daily at this time last year. Gasoline 
consumption maintains its steady gain 
and the rather excessive stocks of gaso- 
line are being drawn upon at a rate of 
more than 1,000,000 barrels per week 
and on August 23 totaled 39,842,000 bar- 
rels. This was 15,000,000 below the peak 
earlier in the year. 

Shoe manufacturers are running ap- 
proximately 15 per cent below 1929 but 
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practically equal to the 1928 level anq 
have not had to face a break in leather 
prices such as occurred last year and 
wiped out operating profits. The rubber- 
soled footwear division of one leading 
manufacturer is running at capacity, 

With copper producers and consumers 
temporarily deadlocked over the ques- 
tion of price, which remains at 10% cents 
per pound offered and 11 cents asked, 
the volume of current sales is small. 
Producers’ stocks of blister and refined 
copper were reduced 6000 tons in July 
and present stocks include a very sub- 
stantial amount of the metal that has 
already been sold for future delivery, 
Lead and zinc are quoted at slightly 
higher prices. 

Cotton was the last of the four major 
textile fibres to break to a new low price 
in the present decade, having been pre- 
ceded by breaks in silk, wool and rayon, 
Textile fibres are probably at an invest- 
ment level and when a similar situation 
has occurred in the past the consuming 
industries have taken advantage of it by 
anticipating their requirements for a 
long period. 

Increasing optimism in the machinery 
and machine tool markets is noted by 
“The American Machinist,” which re- 
ports an increase in orders in the New 
England and southern districts. It is 
said that promising inquiries are becom- 
ing more and more prevalent. 

Increased activity in the hardware field 
is noticed following the usual midsum- 
mer lull, according to “The Hardware 
Age.” The principal centers, with the 
exception of Cincinnati, report a quick- 
ened demand and autumn merchandise is 
moving in fair volume. 

An upward tendency appears in the 
demand for electrical equipment, central 
station interests predominating while in- 
dustrial demand remains inactive, “The 
Electrical World” reports, and the out- 
look for fall trade is much better than 
that of the summer has been. 

Freight car orders placed in July to- 
taled 1306 as against 242 in July, 1929, 
according to “The Railway Age,” al- 
though there was a decrease in passen- 
ger car orders from 87 to 82 and in 
locomotives from 46 to 2. 

Government contracts for aircraft and 
engines to be delivered in 1931 have 
helped to stabilize the industry after the 
unsettlement this year that resulted 
from overproduction. Inventory of un- 
sold planes in the hands of manufactur- | 
ers belonging to the aeronautical cham- 
ber of commerce was reduced from 1596 
on January 15 to 1468 on April 15, but 
on October 15, 1929, was only 1143. The 
national air races in Chicago helped to 
acquaint the public with the progress be- 
ing made by the aviation industry. 

Building construction appears to have 


(Continued on page 250) 
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WITH OUR COMPLIMENTS 


We will gladly 


MAIL A COPY 
OF THIS BOOK 
TO ANY 
TRUST OFFICER 


Interested in a 
Simple Method of 
Sumy Managing His 


ent O! 
Munagemel ne Trust Investments 
INVESTM 


SENT WITHOUT OBLIGATION 
IT DEALS WITH an efficient, safe, and inexpensive method of adminis- 


tering Trust Investments. 
IT INVOLVES no radical organization change. 
IT EMBRACES a thorough knowledge of the science of Trust Investments. 
IT MAKES POSSIBLE greater safety, economy in time, and lower costs. 


Address your letter for a copy to Trusts” 


STANDARD STATISTICS COMPANY, Ine. 
200 VARICK STREET, NEW YORK, N. Y. 
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Why Farmers Ask Tax 
Relief 


(Continued from page 178) 


etc. It is plausible, and partly true to 
say that farmers as voting citizens have 
themselves increased their property 
taxes. Within the limitations of popu- 
lar government, the people certainly 
cause taxes to rise by demanding more 
public services and more improvements. 
It is not to be deplored—but commended 
Sr. Loun Bax —that farmers have insisted on raising 
Burnpmc AND the standards of their schools even at 
EqutemEnt Co. i a heavy financial sacrifice. Under the 
present system of taxation, however, the 
right to vote is more widely distributed 
than the duty of conscious contribution 
to state and local government. 

Should the cost of schools and roads 
fall so heavily on real estate and other 
tangible property as compared with 
other forms of wealth? This question 
is engaging more and more the attention 
of farmers, as shown by the growing in- 
terest of organized agriculture in tax- 
ation. This subject occupies nearly two- 
fifths of the generous space which the 
American Farm Bureau Federation de- 
voted to resolutions at its last annual 
bi ini a. meeting, where its policies for the year 

Ohio | were enunciated. Disapproval of the 
Cn general property tax in its present form 
: was expressed in no uncertain terms: 


Citizens 
National Bank 
Marietta 


“With a decreasing percentage of popula- 
tion owning property which is easily taxed, 
and an increasing percentage depending upon 
wages, salaries, fees, and commissions as 
sources of income, the gross unfairness of 
our present state taxing systems is gradually 

of property values partly resulting therefrom, 
ANKS contemplating new buildings, or foreclosures and tax.delinquency are reach- 


i 1 ing proportions in many states.” 
making certain changes in their present 
building, are naturally interested in the ques- Net Income as Basis 


i MONG the remedies for the farm- 
tion of cost. er’s tax troubles, it was urged that 
“as rapidly as feasible, net income be 
recognized by the states as the most 
equitable basis of taxation”; that real 
estate owners “urge the enactment of 
state income taxes, with moderate ex- 
emptions and moderately progressive 
rates, to replace part of the present 


It is part of our “Preliminary Service” to 
quote a guaranteed maximum cost, in advance 
of the preparation of expensive working 
drawings and specifications. 


Our service, which includes complete Invest- 
ment Surveys, Architectural Design, Engi- 
neering, Construction and Interior Equipment, 
is fully explained in our Preliminary Service 
Booklet. Copy will be sent on request. 


assessment of property, value should 
mean not “the fair cash or market 
price,” but “the average capitalized net 
production value”; and that property 
owners should resist further increases 
in tax levies for any purpose, “unless 


eye fi 
engineer to study your requirements and offer 
suggestions will be gladly sent without obligation. 
| check on taxes, the Federation pledged 
its support for “proper control of budg- 
ST. Lo U 1 S BAN K B U I LD I N ets, bond issues and expenditures.” 


taxes levied on property”; that in the 


The tax resolutions requested that 


AN D E QU I PM E NT C O M PANY “the various states and the Federal 


Designers, Engineers and Builders for Banks Exclusively | Government, for the purpose of equaliz- 
CHICAGO + + + SAINT LOUIS + + + MEMPHIS ing economic opportunities, assume in 
greater measure the support of the pub- 
lic schools and public roads.” 
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Want Unbiased Survey 


ECOGNIZING the importance of 
research and educational work as 
a basis for tax policy, the Federation 
invited “‘the cooperation of all other or- 
ganizations and industrial groups in se- 
curing constant and impartial study of 
the facts of taxation, including the so- 
cial and economic effects thereof”; urged 
additional research by the United States 
Department of Agriculture “in taxation 
and expenditures as they affect the 
economic status of agriculture and the 
welfare of the rural population”; and 
favored the establishment of a perma- 
nent department of taxation in the 
Farm Bureau organization. 

The Grange, the venerable order of 
Patrons of Husbandry, also has made 
specific recommendations on taxation in 
many respects similar to those of the 
Farm Bureau, showing clearly that the 
“tax consciousness” of both organiza- 
tions springs from a common source— 
the rank and file of American farmers. 

The national farm organizations do 
not have a detailed tax program, but 
they are rapidly evolving a tax policy 
including economical use of public funds 
and a wider distribution of the taxes. 
Organized agriculture accepts the fact 
that no cut-and-dried program can fit 
everywhere. In a field as complicated 
as taxation in the forty-eight states, a 
set program hardly could be “made” at 
all. It would have to grow on the basis 
of general principles and with the aid 
of continuous study of taxation in gen- 
eral and in its relation to agriculture. 
Insofar as legislation can help solve the 
farmer’s difficulties, organized agricul- 
ture recognizes that there: are some 
things for the states to do—and tax re- 
vision is one of them. 


Savings Division Booklets 


The Savings Bank Division, American 
Bankers Association, has issued four re- 
cent booklets containing articles and dis- 
cussions on current banking topics. One 
is called “Savings—Meaning, Use and 
Cultivation.” 

The booklet on “Bank Investing” con- 
tains two articles, one on the fundamen- 
tals of sound bank investing and the 
other on the investment policy of banks 
with special reference to real estate 
mortgages and mortgage bonds. 

The booklet on “The Personal Loan 
Department of the National City Bank 
of New York” is designed to answer 
questions which have been received by 
the Savings Bank Division relative to 
this innovation. 

A fourth booklet is called “The Open- 
End Mortgage Utility Bond as an In- 
vestment for Banks” and contains dis- 
cussions and addresses from the floor, 
delivered at the annual Eastern Re- 
gional Savings Conference last March. 
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THE TESTS OF TIME AND USAGE— 


They are rugged and severe . . . these tests of 
time and usage ... but they have left no mark 
on La Monte National Safety Paper in the fifty- 
nine years that it has been used by the leading 


banks of the country for their checks. 


Sixty per cent of the chief financial institutions 
put their faith in La Monte . . . in its safety... 


in its durability. It was George La Monte who 


first produced a check paper that resisted fraud- 


ulent alteration. And combined with La Monte’s 
safety, there is a durability that stands the stress 
of handling, folding, endorsing and cancelling. 

Let us send you samples of La Monte so 
that you may see—and feel—this time-tested 
paper. And we should like to prepare a sketch 
for you, free of cost, showing how your emblem 
would look in La Monte Paper. A letter from 
you will be welcome. 


George La Monte & Son, 61 Broadway, New York 


TE 
“SAFETY PAPER 
RTE 


FREE — An unusual sample 


book of checks, K-1, made on 


La Monte National Safety Paper. 
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A NEW NAME 


and its Significance 


S the Fidelity Trust Company, this bank has 
had many years experience as New York 
correspondent for banks throughout the land. 


Now, as the Marine Midland Trust Company 
of New York, we serve as the New York bank 
for fifteen other banks in the Marine Midland 
Group. This Group, as you may know, is 
made up of sixteen banks with 69 banking 
offices throughout New York State. Every 
bank in the Group is in constant touch with 
all the other banks, including this one. 


The result is that we have an entirely new 
understanding of what it means to serve as 
New York correspondent, not only for Marine 


Midland Banks, but for banks outside the 
Group. 


Our intimate contact with practically all 
sections of the Empire State means that we 


can be unusually helpful as your New York 
bank. 


Tee Marine Midland 


Trust Company 


of New York City 


CAPITAL AND SURPLUS $20,000,000 
RESOURCES $100,000,000 


MEMBER OF THE MARINE MIDLAND GROUP OF BANKS 


MAIN OFFICE: 120 BROADWAY 


12 East 45th St. Chambers at West Broadway William at John St. 


Seventeen Battery Place Liberty at West St. 


Some Facts AboutW omen 
in Banking 
(Continued from page 180) 


they are represented in all official ranks, 
and in all kinds of banks, with charac- 
teristic variations in different states, 
What of the size of the banks which 
have women among their officers? 

Classified according to the size of the 
banks with which they are associated, 
the group of women officers under analy- 
sis is found to be largely in banks of 
between $100,000 and $1,000,000 depos- 
its. Nearly three-quarters of the group 
are in banks of this size, while the re- 
maining 25 per cent are in banks of 
all sizes from the smallest to the larg- 
est. One is in a bank with deposits of 
over $1,000,000,000, and forty-four are 
in banks of over $100,000,000 deposits. 
The distribution is as follows: 


In banks with deposits of: Number Per Cent 


Under $100,000 

$100,000 to $1,000,000 .. 
1,000,000 to 5,000,000 .. 
5,000,000 to 25,000,000 .. 
25,000,000 to 100,000,000 .. 
Over $100,000,000 


According to Size of Group 


N size as well as in other points of 
comparison, the distribution of this 
group of women officers follows to a 
great extent the general lines of bank- 
ing development. The great bulk of 
the group is found in banks of under 
$1,000,000 deposits, and numerically the 
great majority of the banks of the United 
States are of this size. These banks are 
chiefly in the smaller cities and towns 
all over the country, and while many 
are not powerful individually, except in 
their own communities, in the aggregate 
they constitute a tremendous factor. 
The concentrated banking power of the 
country is also represented in the group 
under analysis, 1.7 per cent being asso- 
ciated with the great banks which serve 
not only the smaller banks throughout 
the country, but the great industries 
which have made necessary the hundred- 
million-dollar and billion-dollar banks of 
New York, Chicago and other centers. 


Over 13 per cent of the group, or 476 
women officers, are in banks of over 


$1,000,000 deposits. Forty-four of these 
officers are in banks of over $100,000,- 
000 deposits, but only four states are 
represented by these forty-four women 
—Massachusetts with one, Ohio with 
two, New York with six (all in New 
York City), and California with thirty- 
five. The extreme development of 
branch banking in California, of course, 
accounts for the large number of women 
officers of large banks there—the great 
banks operating through their branches 
in the smaller communities throughout 
the state. 

In general it is noticeable in studying 
the listings of the bankers’ directories 
that women officers are much more often 


> 

228 

439 12.3 

2,639 74.3 

341 9.6 

72 2.02 

19 0.5 

44 1.2 
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to be found in the smaller communities 
than in the great city banks. Among 
the women officers in the present analy- 
sis, those in Chicago comprise 0.7 per 
cent of all bank officers in Chicago at 
that date, while those from the whole 
state of Illinois constitute 3.5 per cent 
of the total bank officers of Illinois. In 
New York City (taking Manhattan only) 
the percentage is 0.4 per cent, while in 
New York State it is 1.2 per cent; in 
Boston, 0.6 per cent, as against 1.6 per 
cent for Massachusetts; in San Fran- 
cisco, 0.7 per cent, while for California 
it is 2.01 per cent. 

We have then, a sort of silhouette giv- 
ing certain general contours of the sit- 
uation in regard to women bank officers 
and their banks as it existed in January, 
1929. Times are swiftly changing in 
the banking world and conditions are 
different today from what they were a 
year ago, or a month ago, or even, per- 
haps, yesterday. What the effect of con- 
solidations, of branch banking, of the 
rapid development of trust business will 
be upon the work of women in banking, 
the next few years will show. Mean- 
while it is useful to have a definite pic- 
ture of one sphere of women’s work in 
banking as it has actually existed re- 
cently throughout the United States. To 
have available a basis of ascertained facts 
is especially important as a firm start- 
ting point in interpreting new conditions 
and new facts as they come within our 
experience today and tomorrow. 


Factors Favoring Bonds 
(Continued from page 171) 
prosperity from which nothing could 
dislodge it. The profits of our incor- 
porated enterprises seemed to have no 
assignable limit. American capital 
pressed upon every avenue of invest- 
ment. The most reckless and foolish 
speculation was apt to achieve success. 
Looking at the matter philosophically, 
there need be no wonder that the word 
went forth, in financial circles previous- 
ly noted for conservatism, that old 
precedents of finance were obsolete, that 
it was no longer necessary to judge the 

present and future by the past.” 


Return to Sobriety 


HIS comment will, indeed, apply 

equally well to nearly all of our 
periodic speculative outbursts. The im- 
portant point which I want to make 
here is that each of these periods of 
speculative enthusiasm has been fol- 
lowed by a longer period of sober 
thought in which investment ideals have 
held sway. And in the subsequent times 
.of conservatism the public at large has 
let stocks pretty much alone for a time 
and has turned in large measure to 
bonds. Conservation of capital has, in 
every instance, replaced the thought of 


Eificienecy 


A bank that can handle over 200,000 
items daily must be efficiently organ- 
ized. That is the number of separate 
pieces, cash and collection, that pass 
through our continuously operating 
transit and collection departments 
every twenty-four hours. 


We are confident that few can equal, 
and none surpass, the service which 
this institution offers banks requiring 
a thoroughly equipped commercial 


city correspondent. 


Efficiency is not a slogan with us. It 


is a cold, hard business necessity. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus 


PHILADELPHIA’S LARGEST BANK 
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Leadership 


Leadership is the guiding power of business at 
work. It represents the confidence and faith of 
the many in the few. It is responsible for the 
profits of business—for the livelihood of 
workers. It is the trusteeship of success. 


Especially do conditions today demand real 
leadership —knowledge, vision, fighting deter- 
mination and courage. Dependable information 
must be more constructively used. Inefficiencies 
must be eliminated, more competent organi- 
zation built up, better methods adopted—to 
prevent loss and insure profits and good-will. 


Leadership is blind without knowledge. Knowl- 
edge of one’s business comes from the analysis 
of facts incident to sound planning, and from 
the frequent comparison of operating results 
with a well-made budget. Such analyses and 
comparisons point out weakness and waste, 
suggest better methods, indicate new sources 
of profit. They are chart and compass to re- 
newed progress and greater success. 


ERNST & ERNST 


ACCOUNTANTS AUDITORS 
SYSTEM SERVICE 


AKRON DALLAS HOUSTON NEW YORK SAN FRANCISCO 

ATLANTA DAVENPORT INDIANAPOLIS OMAHA SEATTLE 

BALTIMORE DAYTON JACKSON, MISS. PHILADELPHIA TAMPA 

BIRMINGHAM DENVER KALAMAZOO PITTSBURGH TOLEDO 

BOSTON DETROIT KANSAS CITY PORTLAND. ME. TULSA 

BUFFALO ERIE LOS ANGELES PROVIDENCE waco 

CANTON FORT WAYNE LOUISVILLE READING WASHINGTON 

CHICAGO FORT WORTH MEMPHIS RICHMOND WHEELING 

CINCINNATI GRAND RAPIDS MIAMI ROCHESTER WILMINGTON, DEL. 

CLEVELAND HARTFORD MILWAUKEE ST. LOUIS WINSTON-SALEM 

COLUMBUS HUNTINGTON, MINNEAPOLIS ST. PAUL YOUNGSTOWN 
NEW ORLEANS SAN ANTONIO 


making stock market profits, in the 
minds of investors all over the country. 

If we were to try to outline these 
alternating eras of speculation and in- 
vestment, the result, which admittedly 
is not strictly accurate, would be some- 
thing like that shown in the subjoined 
table. It is true that we cannot tell 
just where one influence ends and the 
other begins, so that this should sim- 
ply be taken as a rough indication of 
the ebb and flow of popular sentiment. 
For instance, in 1920, which I have 
characterized as an “investment” year, 
it will be remembered that the specula- 


tive idea was still very prominent at 
the outset. What I have tried to do is 
to approximate the predominating feel- 
ing of each year, and this for the pur- 
pose I will presently bring out. 


Since 1900 


UR table covering the period since 
the turning of the century, then, 
would be something like this: 


1900—Investment and speculation 
1901-1902—-Speculation 
1906—Speculation 
1907- 
916—Speculation 
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1919—Speculation 
1920-1922—Investment 

1923—Investment and speculation 
1924—1927—-Investment 
1928—1929—-Speculation 


It will be observed that never have 
we had one of our periodic speculative 
outcroppings without an ensuing return 
to conservative investment ideals. That 
is what we are facing today. It is true, 
of course, that the speculative idea does 
not die immediately. This spring we 
saw that even after so severe an ex- 
perience as the panic, its force was still 
strong. Since then, however, we have 
heard much less of stock market profits 
and this summer stock exchange ac- 
tivity, which is one good test of public 
participation in the “stocks for profit” 
idea, has dropped to about half of what 
it was this time in 1929. 

All the evidence is that we are seeing 
the great stock market kettle simmer 
down and gradually cool off. Coinci- 
dentally with that there should be tak- 
ing place a slow but steadily increasing 
interest in bonds and other types of 
investment securities. I am told by 
dealers that the individual is not yet 
buying bonds. Very likely his participa- 
tion in the market may be belated, but 
I think it is sure to come, nevertheless. 

If, then, we have present the proper 
money conditions and other factors 
which normally influence bond prices 
upward, and if, too, we have in pros- 
pect a return of public sentiment toward 
its normal medium of investment—the 
bond—I do not think we can very well 
avoid rising prices for true investment 
securities. That is what I expect to 
develop out of the present puzzling 
situation, quite regardless of how the 
stock market may act in the meantime. 


The World’s Gold 


and Prices 
(Continued from page 185) 


future. These we can explain by taking 
up two or three of the most important de- 
velopments. 


Conditions Have Changed 


have already stated that the de- 

mand for gold as a basis of our 
credit structure is based upon a demand 
for currency and for banking reserves. 
In the period which Dr. Cassel used in 
calculating the 2.8 per cent normal sup- 
ply curve, gold was used to a very large 
extent in circulation, either in coin, or in 
notes backed almost dollar for dollar in 
that metal. The effect of a substitute for 
gold may be illustrated, perhaps, by an 
example, the operation of which is more 
familiar to the general public. For in- 
stance, no one would deny that the sup- 
ply of wheat would be increased relative 
to the usual demand for it if consumers 
were to accept 20 per cent of their reg- 
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ular requirements in the form of rye 


flour; that is, assuming that wheat pro- 
duction was continued upon the usual 
scale. Such an illustration is equally ap- 
plicable to the demand for gold: If the 
public is willing to accept another means 
of payment as a substitute for gold or 
wholly gold secured currency the rela- 
tive supply of actual gold to the demand 
for it is increased by the amount of the 
substitution. 

As a result of the substitution for the 
currency and banking reserve require- 
ments previously exerting an almost 
equal demand for gold, two countries 
alone, Great Britain and the United 
States, have added something like §$2,- 
500,000,000 to the relative gold supply 
calculated on the basis of pre-war re- 
quirements. Other important countries 
have also contributed materially to the 
relative gold supply by withdrawing gold 
coin from circulation and putting them 
to more effective use as central bank re- 
serves. Under the pre-war annual re- 
quirements of an increase of 2.8 per cent, 
and making allowance for a price level 
39 per cent higher than in 1913, the Cas- 
sel formula would have required an in- 
crease of 129 per cent in the world’s 
monetary gold stock during the period 
1913 to 1929. 


5.4 Per Cent Yearly Rise 


CTUALLY the monetary stock did 
not increase by this amount but it 

is to be borne in mind that the monetary 
demand for gold is for currency and for 
banking reserves. With currency re- 
quirements taken care of in an adequate 
manner, with the possible exception of 
Argentina where too rigid banking stat- 
utes are now causing difficulty, central 
banks at the present time hold a sum of 
gold which represents an annual com- 
pound growth of 5.4 per cent since 1913. 
From beginning to end of that period, 
the increase represents a total addition 
in central bank reserves of 187 per cent. 
Currency chaos in the early post-war 
period, stabilization programs, the re- 
plenishment of the reserves in the Bank 
of France, and the recent speculative 
magnet of the New York security market 
have served to keep the increased gold 
reserves from effecting their normal in- 
fluence in expanding the means of pay- 
ment. Monetary affairs now appear to 
have reached a state where more normal 
conditions may be anticipated. With 
central bank rates in international money 
centers maintained at 3 and 3% per cent 
the situation seems to hold forth the 
promise that the liberal gold supplies in 
central banks may support a satisfactory 
world-wide expansion in the means of 
payment. Hence it is quite clear that 
the failure of the new gold output to in- 
crease as rapidly as it was thought neces- 
sary (on the basis of pre-war demand) in 


'HE surround- 
ing features 
are so arranged 
that attention is 
focused on the 


vault in the new 
building of the 
Glenside Bank 
and Trust Com- 
pany, Glenside, 
Pa. 


—and Your Business Grows 
fee —_ customer who is favorably impressed by a bank’s 


new building, becomes somewhat “banking minded” and is 
very likely to take some action which adds to the bank’s business. 
It cannot be proved by logic, but time and again it has been proved 
in practice, that people so affected will go out of their usual paths 
to further the interest of the bank that provides such a building. 


That the new building works to the bank’s benefit is easily 
observed. Just how, or through what channels, is more difficult to 
trace. It may be that a modern vault, by sheer glistening tonnage, 


= those whose greatest desire is safety. Architecture, by its 
eauty alone may attract others. There are still others who want to 
share in whatever is most progressive. 


There are as many ways for new business to trickle in as there 
are people favorably impressed by the new building. A population 
of but a few thousand holds a flood of potential trickles, more than 
enough to make the new bank building a profitable investment. 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 


ARCHITECTS 


JE-XPERIENCE has proven that all new 

bank buildings do not meet equal public 
response. In “Building the Bank for Busi- 
ness’? the reasons are discussed. This book- 
let holds the gist of our experience, drawn 
from years of producing bank buildings 
exclusively. 

We would like to send you a copy. The 
coupon will bring it to you without obligation, 
by return mail. 


order to meet the normal increase in 
monetary requirements, is an empty 
threat. An adequate basis for supply- 
ing these needs is in existence and only 
the proper cooperation of central bank- 
ing authorities is necessary to bring 
about the annual additions involved in 
meeting the normal currency and com- 
mercial banking reserve requirements 
for gold. 

Looking forward to the future de- 
mand for gold on the basis of reforms 


Name: 
Address: 


+ ENGINEERS 


TILGHMAN Allentown, Pa. 


Gentlemen: Without obligation, please mail 


me a copy of the booklet “Building the Bank 
for Business.” 


effected since 1913, it is quite clear 
that the annual increase of new gold for 
monetary purposes is not 2.8 per cent, 
but something materially less than that 
figure. With an altered demand for this 
new metal exerted by present currency 
and reserve requirements, we must re- 
vise our calculations upon the basis of 
the following known facts: 

1. Of the monetary demands for gold, 
that for currency is the greater. 

2. The practice of putting gold coin 
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unless your vault 


custodian 1s at 
his side 


Even after your customer rents his 
box, his access to it is controlled. 


For the renter’s key alone cannot 

enter; your vault custodian must be 
present, and his key must be 
used together with the renter’s 
before the box can be opened. 
This is your double safeguard 
against mistakes, thievery, 
and all the machinations of 
crookdom. 


The S & G Secret Key 
Changing Sealed Key Safe 
Deposit Lock is proof against 
every deterrent to good vault 
management. It is declared 
pickproof by the Underwrit- 


NEW YORK 


he renter himself 


Cannot 


unlock 
this 60% 


ers’ Laboratories. The 

renter is first to see or 

touch his key; his 
signed statement in your files is 
court evidence of this. Its mainte- 
nance cost is practically nothing, for 
instead of costly resetting at the 
factory each time the box is re- 
rented, it is reset right on the box 
door! 


This is the lock that any progres- 
sive bank should use. It is the lock 
that most progressive banks already 
have adopted. For instance, the 

First National Bank, 
St. Paul, Minn. (left) 
Union Trust of De- 
troit, Bank of Amer- 
ica, Northwestern Na- 
tional, have adopted it 
as standard. A line on 
your letterhead will 
bring full information. 


SARGENT & GREENLEAF 


Incorporated 


+ BOSTON - ROCHESTER + CHICAGO 


into circulation has been discontinued in 
every important country. ° 

8. Current requirements for currency 
in most large countries which previously 
required a backing of gold practically 
dollar for dollar are now met by cur- 
rency notes backed by a minimum ratio 
of 30 to 40 per cent gold. 

4. Reserves of gold held agajnst the 
means of payment provided by com- 
mercial banks have been reduced in many 
important countries, either directly or 
indirectly through reductions in the 
ratio of gold held against central bank 
deposits, or both. 

In substituting currency notes for gold 
as a means of payment, a consider- 


able addition to the gold supply avail- 
able as central banking reserves has been 
accomplished. In 1912 it was estimated 
that there was $1,634,000,000 of gold in 
circulation in England and $164,830,000 
in circulation in Germany. Now these 
totals have been almost completely elim- 
inated. Even in France where a per- 
sistent demand for gold circulation has 
been evidenced, it has recently been re- 
ported that $156,000,000 of gold since 
1926 has been turned over by French 
citizens to the central banks in exchange 
for other forms of currency. Russia, 
which held $872,000,000 of gold in 1913 
has also contributed a considerable por- 
tion to the gold stock of other countries 
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as a result of the breakdown of the old 
Russian Government. 

We may now consider in greater de- 
tail the question as to why the price 
level has not increased in recent years 
in view of the large supply of gold rela- 
tive to the old normal requirements. [¢ 


| we look over the events of the past few 


years, however, that particular aspect of 
the gold problem seems to be readily ex- 


| plained. As a result of war finance all 
| the leading belligerents of the World 
| War, with the exception of the United 


States, were off the gold standard. Cur- 


| rencies were badly depreciated. To bring 


order out of this chaos it was necessary 


| to institute sweeping monetary reforms 


that required for one thing, the rebuild- 


| ing of gold stocks in individual countries 


to serve as an adequate backing for the 
new currency legislation. Such addi- 


| tions, therefore, did not serve as the 


basis for a proportionate addition to the 
means of payment. They were utilized 
in strengthening central banking reserves 
for the purpose of instilling confidence 
in the ability of the stabilizing countries 
to maintain international payments in 
gold. 


Gold for Stabilization 


S stated by the Federal Reserve 
Board in its bulletin for April, 1927, 
“the demand for additional gold was the 
progressive movement toward the gen- 
eral adoption of the gold standard. This 
movement began in certain countries as 
early as 1923, but it is since the end of 
1924 that it has been of special interest 
and importance. During the three years 
from that time to the end of 1927 the net 
increase in the total monetary holdings 
of the foreign central banks and govern- 
ments amounted altogether to not less 
than $675,000,000, while the gold holdings 
of the United States Treasury and Fed- 
eral reserve banks decreased by $113,- 
000,000.” 

If we bring these figures down to the 
close of 1929, on the basis of revised fig- 
ures, we find that this increase has been 
in the amount of $1,547,000,000, while 
the loss to the United States has been 
$190,000,000._ In the last five years 
$923,000,000 of gold was acquired by 
France, $363,000,000 by Germany, $111,- 
000,000 by Belgium, and $97,000,000 by 
Brazil. Only a very small portion of 
this additional supply has served as the 
basis for further expansion of the means 
of payment utilized in current trade 
transactions. To that extent, therefore, 
this volume of gold has been effectively 
removed from exerting a pressure upon 
the current trade situation. 

With virtually all the leading countries 
of the world back upon a gold standard 
with what appears to be an adequate 
backing of gold for their central reserve 
banks; with the collapse of the recent 
speculative movement in New York, 
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which served as a magnet to draw gold 
from all over the world; with a settle- 
ment of the German reparation plans, 
at least for a period, serving to instill 
confidence in Germany as a field of in- 
vestment, it appears that most of the 
major world problems which have con- 
tributed to the withdrawal of gold from 
effective use in serving as a basis for the 
expansion of means of payment have 
been eliminated. It is to be seen from 
the data. quoted above that France has 
been the largest taker of the world’s 
gold supply. Recent developments in 
Paris have shown that France is desir- 
ous of expanding her position as a world 
money market and is prepared to allow 
gold to exert its normal influence upon 
the credit situation. For the first time 
since the inward movement of gold to 
France commenced in 1926 there was an 
outward shipment in March of 1930 when 
a considerable sum was transferred to 
Germany. 

For the future, therefore, the prospect 
of gold exerting its pre-war influence in 
expanding credit may be anticipated. 
The extent of this development, how- 
ever, will be directly influenced by the 
policies of the various central banks. In 
view of the existing situation, therefore, 
it seems that there is little probability of 
a protracted decline in prices. Should 
world trade recover to a condition of 
brisk activity it would seem likely that 
the problem of central banks will not be 
one of counteracting declining tenden- 
cies, but rather one of restraining an 
active upward movement in the world 
level of commodity prices. 


Why Investors’ Markets 
Lack Stability 


(Continued from page 199) 

in terms of simple arithmetic as follows. 
Let us suppose that the products of a 
given farm will sell for $10,000 in 
an average year. But in order to get 
such a product it is necessary to spend 
$10,000 for fertilizer, labor, super- 
vision, machinery, repairs, insurance and 
other necessary operating costs. In that 
case, the farm is worth nothing for pres- 
ent production. Then suppose that, with 
no changes.in the cost of operation, the 
price of the products should rise to $11,- 
000 in an average year. This is a 10 
per cent increase in-the price of farm 
products, but the farm is now worth the 
capitalized value of $1,000. Capitalized 
at 5 per cent, that would give the farm 
a value of $20,000. If another rise in 
prices should enable the crops to sell for 
$12,000, the cost of operation remaining 
the same, it would double the value of 
the farm. 

Again, suppose that after a period of 
years, farm prices again fell so that the 
products of this farm would only sell, 
one year with another, first for $11,000, 
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NAP-FASTENERS in- 

stead of awkward, un- 
sightly staples are used to 
bind Mellon Travelers Cheques 
in the neat little wallets fur- 
nished with the new dollar size 
cheques. This means greater 
convenience for the selling bank 
and a neater-looking wallet for 
the traveler... Travelers have 
been carrying Mellon Travelers 
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An Added 


Convenience... 


Cheques to the four corners of 
the world. Now national ad- 
vertising is adding to this world- 
wide prestige. Mellon Travelers 
Cheques cost only 25 cents pre- 
mium per $100. Even though 
the cost to the traveler is less, 
the selling bank’s commission 
is the same... Write for full 
details of our plan. Mellon 
National Bank, Pittsburgh, Pa. 


MieELLon 
NATIONAL BANK 


Travelers Cheques 


and finally for $10,000. The value of the 
farm would fall from $40,000 to $20,000 
and then to zero dollars. These are 
violent fluctuations in the value of the 
farm. They illustrate a principle which 
has an important bearing on the fluctua- 
tions of prices on the investors’ market. 


Over Several Years 


T goes without saying that few actual 

cases are so simple as this. In the 
first place, no one can be certain whether 
a given rise or fall of prices of farm 
products is temporary or permanent. 
The prices of a given year may be so 
unremunerative as to justify abandoning 
the farm if they are to remain at the 


low level of that year. But “hope springs 
eternal.” It takes several years of un- 
remunerative prices to force the aban- 
donment of a farm, or even its surrender 
to a mortgagee. Similarly, the prices of 
a given year may be highly remunerative. 
If they were to continue they might 
justify a very high price for the farm. 
Several years of high prices are usually 
necessary to send the prices of farms 
sky-rocketing. But when farm owners 
and mortgagees are once convinced that 
the high or low level of prices of farm 
products is likely to continue, the arith- 
metic of the situation, as described 
above, is convincing and logically com- 
pelling. The prices of farms, equities 
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and mortgages are, in the long run, de- 
termined by the principles just ex- 
plained. 

Again, it is not likely that the cost of 
growing farm crops, even on the same 
farm, will remain unchanged while their 
prices are changing. If the prices of 
crops are rising, so that farming tends 
to become more remunerative, there is 
likely to be an increase in the demand 
for farm labor, machinery, fertilizers, 
ete. This may raise their prices and in- 
crease the cost of operating. Similarly, 
when crop prices are falling, the demand 
decreases and their prices decline, thus 
reducing: the cost of operation. 


When it is said that the value of the 
farm varies more widely than the price 
of its products, it is not even hinted that 
the fluctuations in farm values occur 
more sharply over short periods of time 
than the prices of the products. The 
price of wheat on the produce exchange 
may fluctuate sharply from day to day, 
from hour to hour, and even from min- 
ute to minute, without disturbing farm 
values in the least. Farm values are 
affected, rather, by the general trend of 
prices and costs, or the margin between 
them. When it looks as though that 
margin between prices and costs would 
be small, or disappear altogether, for a 
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period of years, farm values fall to a low 
level or disappear altogether. When it 
looks as though that margin, on the 
average farm, or on a given class of 
farms, would be large for a period of 
years, the values of those farms rise toa 
high level. 


Also Factories 


HE problem of farm values has been 

chosen for purposes of illustration 
for the reason that it is somewhat sim- 
pler than a factory, a railroad or a mer- 
cantile establishment. The principles 
are the same in all these cases. All that 
has been said of a farm in the foregoing 
discussion could be repeated, with a sim- 
ple change of names, of a factory, a rail- 
road or a mercantile establishment. 
Their value, as going concerns, is the 
capitalized value of the margin between 
total operating costs and total prices of 
products. When such a concern is heavily 
bonded so that the shareholders own only 
an equity in it, their position is similar 
to that of the owner of the equity ina 
heavily mortgaged farm. A slight fluc- 
tuation of prices or costs will cause a 
violent fluctuation in the value of the 
equity in either case. 

There is still to be considered the 
problem of speculative prices. Specula- 
tion may be defined as buying and selling 
in the hope of gaining something from 
a favorable turn in the market, that is, 
by a rise or fall in the market price of 
the thing dealt in. It differs from a 
normal mercantile transaction in which 
the hope of gain is in the normal differ- 
ence between wholesale and retail prices. 
It differs from investment in which the 
hope of gain is in the income, in the 
form of interest or rent, to be derived 
from the purchase. Needless to say, it 
differs from the purchase of raw ma- 
terials where the hope of gain is in the 
difference between the price of the raw 
material and that of the finished product. 
It is speculation only when the dealer 
bases his expectation of gain on a change 
in the market price of the thing in which 
he deals. 

There is, of course, a speculative ele- 
ment in almost all buying and selling. 
The man who buys a suit of clothes 
might decide to buy at a time when he 
thought bargains were good, say just 
after Christmas. However, speculation 
is not the main purpose of his purchase. 
His main purpose is the use of the suit 
of clothes. The manufacturer also may 
buy his raw materials at a time when 
he thinks the market is favorable, but, 
again, speculation is not the main pur- 
pose of his purchase. 

Since the main purpose of speculation 
is to profit from a fluctuation in 
the market price of something, it is 
natural that speculation should be most 
active on those markets which are most 
unstable, and in those things whose 
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prices fluctuate most widely and most 
violently. That is why there is more 
speculation in producers’ than in con- 
sumers’ goods, and in equities than in 
unmortgaged forms of property. 

As to the effects of speculation on the 
instability of markets and prices, there 
is a difference of opinion, the reason for 
which may be that the effects of specula- 
tion differ with circumstances. It is 
generally believed that an active specu- 
lative market for wheat tends to reduce 
the seasonal variations in the price of 
wheat. Some of the weight of this argu- 
ment is borrowed from the effect of stor- 
ing wheat, which is not wholly a specula- 
tive transaction. Storing wheat, like 
storing ice, is a physical process, and 
preserves a commodity from a time of 
superabundance until a time of scarcity. 
Of course, if no one were willing to 
store wheat from the time of threshing 
until it was needed, the price of wheat 
would be very low in August and Sep- 
tember, and very high in February and 
May. The motive for storing is the hope 
of a rise in price between threshing time 
when it is bought and stored, and a later 
time when it is sold for consumption. 

There is another phase of the ques- 
tion of the effect of speculation on 
prices which is too generally overlooked. 
When the price of anything, whether a 
producers’ good, a consumers’ good, or 
land has been tending upward or down- 
ward for a considerable period, a pecu- 
liar attitude develops among people with 
speculative tendencies. If the price has 
been rising, the belief seems to spread 
that it will continue to rise. This leads 
to accelerated buying in anticipation of 
that further rise. This accelerated buy- 
ing causes the price to rise still faster. 
This, in turn, stimulates still more rapid 
buying, and so on, until the market be- 
comes an assemblage of howling Der- 
vishes. 

In quite similar manner, when the 
trend has been downward for a time, 
the belief develops that it will continue 
downward. Accordingly, those who ac- 
cept this view refrain from buying as 
long as possible, waiting for a further 
drop in price. The more they refrain 
from buying, the faster the price falls; 
and the faster the price falls, the more 
they refrain from buying, and so on, un- 
til complete stagnation is reached. These 
are cases where speculative buying and 
selling, as distinguished from buying and 
selling for use, undoubtedly increase the 
instability of markets. 

This applies to consumers’ as well as 
to producers’ goods, though the effects 
are not so extreme in the case of consum- 
ers’ goods. During the period of infla- 
tion following the World War, when 
prices were going up, there was a dis- 
tinct tendency to buy even clothing, 
sugar and other necessaries before they 
were actually needed. Consumers were 
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urged by dealers to “buy now before 
prices get any higher.” This accelerated 
buying had the effect of stimulating still 
higher prices. As soon, however, as the 
tide turned and prices started downward, 
there was a marked tendency to post- 
pone buying as long as possible. This 
retarded buying had the effect of caus- 
ing prices to fall still faster. The his- 
tory of every boom, whether in Florida 
land, Iowa farms, or securities, is epi- 
tomized in the foregoing paragraph. 

In this rather important sense, and 
under these circumstances, speculation 
undoubtedly increases the extent and the 
violence of price fluctuations. It applies 
to the Stock Exchanges as well as to 


other markets. In fact its most acute 
results are found on those markets which 
are naturally most unstable. 

In conclusion, there are far-reaching 
and fundamental reasons why the mar- 
ket for producers’ goods is necessarily 
more unstable than the market for con- 
sumers’ goods, and why the market for 
equities in producers’ goods is necessarily 
more unstable than the market for un- 
mortgaged producers’ ‘goods. This in- 
stability attracts speculators and they, 
in turn, under certain special cireum- 
stances, contribute to a still greater in- 
stability, particularly that form of in- 
stability known as a boom, followed by 
a collapse. 
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Acceptance Advantages of the New York Market 


(Continued from page 188) 


cent in November, so that American rates 
were not much out of line with London 
rates. With a bank discount rate of 3 per 
cent at the Bank of England and a Fed- 
eral reserve rate of 2% per cent in New 
York at the present time, the London 
acceptance rate on ninety-day bills is 
2% per cent, as compared with a rate of 
2 per cent bid-1% per cent asked in New 
York. This differential in rates would 
tend to give New York the advantage in 
current acceptance business, and com- 
parative figures for British and Ameri- 


can business in this field show that this 
is the case. The volume of American 
acceptance business is steadily .increas- 
ing, despite the seasonal fluctuations 
such as'that which prevails at the pres- 
ent time when the volume of acceptances 
outstanding is some $350,000,000 less 
than at the end of the year 1929, but 
still some $280,000,000 higher than in 
June, 1929. For such figures as are avail- 
able for British banks, however, the vol- 
ume of such business is steadily falling. 
So much is this the case that financial 
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and economic journals now frequently 
refer to this dearth of acceptances on 
the London market, and on occasion pre- 
dict that the London money market may 
have to turn to some other kind of secur- 
ity for the investment of their surplus 
funds. 

Another reason given for the decline 
in London of this type of business jn 
1929 and 1930 was the decision of the 
Midland Bank—the largest of the “Big 
Five”—to exclude foreign exchange con- 
tracts from the item of “acceptances” in 
its annual and semi-annual bank balance 
sheets or bank statements. This factor 
accounted in part for a fall in the volume 
of the acceptances by this bank from 
£74,400,000 at the end of 1928 to £87,- 
500,000 at the end of 1929, and to this 
extent affected the total volume of ac- 
ceptances by the “Big Five” outstanding 


| at the latter date. 


More serious and of more conse- 
quence to the London acceptance mar- 
ket, however, than either of the above 
causes for this decline is one that is 
becoming more generally recognized by 
financial authorities of London. This is 
the growing competition of New York 
and other American centers as well as 
that of Paris. This competition was par- 
tially made more effective in 1929 by 
the higher level of money rates prevail- 
ing in London than in other financial 
centers which was said to have diverted 
a considerable quantity of acceptance 
business from London in that year. As 
indicated above, similar conditions now 
prevail in that market although to a less 
marked degree. 

The extent of American competition in 
this regard may be judged, in part at 
least, by the fact that between December 
31, 1926, and December 31, 1929, the vol- 
ume of bankers acceptances outstanding 
with American banks increased from 
$755,000,000 to $1,734,000,000, represent- 
ing an increase of almost $1,000,000,000 
in the three-year period. It is more or 
less obvious that such an increase in this 
type of business which for more than a 
century has been largely centered in 
London could not help making serious 
inroads on: the volume of business han- 
dled in this old world financial center. 

Competition has also recently come 
from a new quarter in that the at- 
tempts which France has been making 
to create in Paris an international 
money market comparable with that of 
London and New York, have an impor- 
tant bearing on the acceptance business 
now Keing carried on by banks. Finan- 
cial authorities in France have been 
concerned over the continued inflow of 
gold to that country. In attempting to 
check an incipient inflation during the 
latter part of 1929, by reason of this 
gold influx, the export of capital from 
France was encouraged. 
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The Bank of France urged the private 
banks to develop on behalf of foreign 
traders the business of creating and han- 
dling bankers acceptances. It was pointed 
out that by accepting bills payable in 
francs they would run no risk on ex- 
change, and since such bills would be 
rediscountable by the Bank of France, 
they would furnish a security of prime 
liquidity and furnish an outlet for such 
surplus funds as the banks and individ- 
uals had available. The private banks 
were not slow to accept the advice of the 
Bank of France, and a new company 
was established primarily for the pur- 
pose of handling such business, known 
as “La Banque Frangaise d’Accepta- 
tions.” 


Tax Obstacle Removed 


T was soon found, however, that this 
aie business was seriously handi- 
capped and embarrassed by the stamp 
duties which were charged on such bills 
by the French Government. The duty on 
such bills was 0.15 per cent, which meant 
a duty of 0.60 per cent per annum on 
ninety-day bills. It was found that if 
Paris was to make a bid for a larger 
share in the world’s acceptance business 
it would be necessary to reduce this bur- 
den appreciably. Pressure was brought 
to bear on the government by the finan- 
cial and foreign trading interests, and 
this duty has just recently been reduced 
from 0.15 per cent to 0.025 per cent, or 
from 0.60 per cent per annum to 0.10 per 
cent per annum. Thus, this important 
obstacle to the development of an accep- 
tance market in Paris has been removed. 

It is anticipated that this great de- 
crease in the stamp duty on such bills 
will greatly increase the volume of ac- 
ceptances in francs, and with a 2% per 
cent discount rate prevailing in Paris in 
contrast to the 3 per cent rate of London, 
it is expected that the price of loans and 
acceptance credits will be ,exceptionally 
low,in the French metropolis. This an- 
ticipated increase in franc acceptances, 
coupled with the great increase in the 
volume of dollar acceptances which has 
taken place in recent years, will undoubt- 
edly give thé London acceptance banks 
and other acceptance houses and dealers 
grave concern. The preeminent position 
of Great Britain in international trade, 
and the strength of her mercantile ma- 
rine and the extent of her own foreign 
commerce, are factors, however, which 
the French have to reckon with in at- 
tempting to secure a larger share of the 
bankers acceptance business which has 
been going to London. 

The competition of American banks 
with the London acceptance market 
is shown in the increasing volume of 
purely American acceptance business— 
a large portion of which formerly went 
to London—and in the rapidly increasing 
use of American bankers acceptance 
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credits abroad as well. In fact, the lat- 
ter increase of credits based on goods 
stored abroad or on goods shipped be- 
tween foreign centers is very significant. 
The most remarkable development in the 
growth of the acceptance business in the 
United States in both 1929 and thus far 
in 1930 has been that relating to trans- 
actions between foreign countries. Amer- 
ican acceptances in connection with the 
imports of this country in 1929 showed 
an increase of $67,000,000 over 1928, and 
those in connection with exports a sim- 
ilar gain of $27,000,000. Despite a bil- 
lion dollar reduction in the volume of 
American foreign trade during the first 
half of 1930, the acceptance business for 


the foreign trade of this country reveals 
an increase of over $40,000,000, compared 
with the same period in 1929. For the 
whole of 1929 the use of American im- 
port and export acceptances combined 
financed 52 per cent of the total foreign 
trade of the United States as compared 
with 50 per cent for the whole of 1928. 
Nearly all of such business formerly 
went to the London acceptance market. 

According to the American Acceptance 
Council, the outstanding feature in the 
acceptance field in 1929 and 1930 has 
been the great increase in the use of 
dollar acceptance credits in foreign mar- 
kets, both to finance the storage of goods 
abroad and the shipment of goods be- 
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tween foreign centers. The volume of 
such business in 1929 amounted to 
$2,061,000,000 as compared with only 
$1,142,000,000 in 1928; whereas for the 
first half of 1930 the average volume 
outstanding amounted to $455,000,000 
against only $256,000,000 for the same 
period in 1929. The figures for 1929 
represent 24.10 per cent of the total 
American business in bankers accep- 
tances, compared with only 16.11 per 
cent in 1928. It is the increase in this 
type of acceptance business which cuts 
most heavily into the field formerly cov- 
ered almost exclusively by London. 

In view of the international monetary 


It scrubs 


situation the remainder of the current 
year and the year ahead will, without 
doubt witness further intensive competi- 
tion for the bankers acceptance business 
of the world. In the future it will be 
more: and more a three-cornered compe- 
tition, with London, New York and other 
American cities, and Paris as the lead- 
ing competitive centers. Each of the 
newer centers will be struggling to keep 
the gains it has made. London, on the 
other hand, with over 100 years of ex- 
perience in this field, banks on this expe- 
rience and on her recuperative powers in 
the fields of finance, to enable her to 
regain her lost ground and to partially 
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at least hold her own in the face of this 
growing competition. New York and 
Paris have at least a temporary advan- 
tage over London in the lower money 
market rates prevailing, and with the 
increased discount and acceptance faci]- 
ities now available in both of the former 
centers, with specialized institutions 
dealing in the acceptance field, certainly 
greater and not less competition may be 
looked for in the future. 


The World Bank Chooses 


an Active Part 
(Continued from page 216) 


traveling. The complete avoidance of 
confidence-wrecking political taint con- 
stitutes the crux of the whole problem of 
its future. The bank, it has been said, is 
more dependent on the confidence of its 
customers, the nations of the world, than 


is a community bank on the confidence 
of its customers because the rapidly 
growing Basle organization is more in 
the public eye and is a huge target for 
penetrating criticism. Persons who have 
watched carefully the task of starting 
this untested and ponderous machinery, 
no longer have many doubts that the 
administrators and directors are agreed 
in their plans to push the non-repara- 
tions business of the institution. Judg- 
ing, moreover, by comments in European 
and American economic journals, there 
is also a trend of opinion toward the 
belief that the bank might be in a posi- 
tion to aid in the commercial develop- 
ment of backward areas; that it might 
perform useful services aimed to 
promote economic stability, much sooner 
than has been expected. These potential 
benefits, however, can only be realized 
by the heroic feat of persuading mem- 
bers of the board of directors always to 
check their nationalistic preferences at 
the door. 


Can Evade Limitations 

HE statutes, of course, contain im- 
ft prohibitions designed to re- 
strict the general banking functions and 
prevent them from coming into direct 
competition with other banks; but these 
limitations are more apparent than real, 
for there are many loopholes through 
which the bank’s credit will be able to 
find its way to the world markets, even 
in injurious quantities. What is more 
to the point is that there are many 
possible combinations of directors, clan- 
destinely allied or divided along national 
and political lines, which might try to 
regulate the flow of credit to the advan- 
tage of particular countries or regions. 
Will the bank subject itself to the 
charge of playing politics? The only 
present answer to this question lies in , 
the list of names of the men who are now 
moulding the character of the new in- 
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stitution. Norman, Moreau, McGarrah, 
Addis, Beneduce, Francqui, Luther, 
Fraser, Melchoir, Quesnay and others— 
surely this is something like the top 
layer of the world of banking and busi- 
ness, particularly when are added the 
names of the men who participated in 
the creation of the Young plan and those 
. who drew up the statutes and charter. 


Leaders Have World Outlook 


ONTAGU NORMAN works, and 

says nothing for publication. He 
dislikes banquets and prefers his garden 
and books. He has believed in and 
worked all his banking career for co- 
operation between central institutions, 
with a zeal equalled only by his friend, 
the late Benjamin Strong. He prefers 
personal contact to communication by 
letter; consequently the Norman beard 
and large necktie emerald are seen in the 
leading financial capitals of the world 


several times a year. 

Emile Francqui, one of the Belgian 
directors, acquired his business back- 
ground as a developer of vast projects 
in Belgian Congo. He is tall, broad of 
frame, endowed with an abundance of 
energy and believes heartily in the prin- 
ciple that capital supplies of advanced 
countries should be used to stimulate the 
productive capacities of commercial 
backward areas. 

Sir Charles Addis, the second British 
director, had a prominent part in creat- 
ing the Dawes and Young plans. His 
financial experience has been worldwide, 
particularly in the Far East where he 
was connected with the Hongkong and 
Shanghai Bank. He also has a banking 
horizon that does not coincide with na- 
tional boundaries. 

Both of the Japanese directors, 
Messrs. Tanaka and Nohara, have had 
long experience in London and the 
financial centers of the continent. Dr. 
Luther and Emile Moreau, together with 
the other German and French directors, 
are all of the world banker type and 
likely to be wary of any attempt to 
mingle politics with the job in hand. 
Much the same might be said of all the 
present directors, who have acquired, 
during these post-war years, the mental 
view that cooperation is a good policy 
for all concerned. 

As long as the central bank executives 
and leading business men of the seven 
nations principally concerned with start- 
ing the bank, remain in control, there 
appears to be no danger of serious 
political influence. In most instances 
they are the very men who have been 
seeking for years to find some safe and 
convenient way of cooperating with each 
other. A somewhat different situation 
may admittedly arise when the pioneer- 
ing creators of the bank relinquish their 
authority to a new group, another gen- 
eration perhaps. 
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Golf and Farm Relief 
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for an eighteen-hole course. 

A so-called good length hole is one 
between 230 and. 300 yards, but any 
length is not devoid of interest, and one 
really long hole is a good test to a 
player’s driving ability. 

The shoulders of the green and the 
green itself should not be reduced to the 
monotonous level of a croquet lawn. 
Reasonable undulations about or on the 
green itself are attractions rather than 
defects, provided properly judged shots 
will permit of a successful score. 

Natural or artificial hazards should 
be included in the round. The most 


common are sand, heather, gorse and 
water. Long grass is not enumerated 
in the official list of hazards, but is only 
too frequently met with. The charac- 
teristics required of a hazard is that it 
should be difficult to play out of, but not 
impossible, and it should not be a trap 
to swallow up balls with contingent 
vexatious delays in hunting for balls, and 
failure to find them. Sand easily wins 
first place as a hazard. 

To begin with many farms could be 
put in shape for golf playing with com- 
parative little expense. Others may re- 
quire considerable expense in grading, 
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Mosler has meant Safes and Safety for more than 75 years 


The Mosler Safe Co. 


The Largest Builders of Vaults and Safes in theWorld 


FACTORIES Fre 


BOSTON 
NEW ORLEANS 
PITTSBURGH 
TOKYO, JAPAN 


ATLANTA CHICAGO 


PORTLAND 


in making artificial hazards, or in drain- 
age. 

The equipment essential to build and 
maintain a golf course consists of: a 
mole-drainage machine, a power lawn- 
mower and a scoop, and, in addition, an 
array of hand tools. One man may be 
able to take care of an easily maintained 
nine-hole course. Ample parking space 
should be provided. 

We do not have a surplus of land 
—no surplus of farms. For the moment 
we may have somewhat more of a few 
crops like wheat, hay, and cotton than 
we can use, but we produce a lot less 
timber, bulbs, flowers, furs, saddle 
horses and golf courses than we need, 
to mention only a few items—assuming 


LONDON, ENGLAND 


HAMILTON, OHIO 


KANSAS CITY LOS ANGELES 
OKLAHOMA CITY 
SEATTLE 


DALLAS 

NEW YORK 

SAN FRANCISCO 
SHANGHAI, CHINA 


it is desirable to be on a domestic basis. 

Viewed as a whole, 25,000 golf courses 
would be approximately 1/3 of 1 per 
cent of the farms of the United States. 
If applied to the so-called surplus this 
reduction would be of no small signifi- 
cance. 

But golfing, like farming, is an indi- 
vidualistic affair. An individual farmer 
might secure farm relief by making a 
golf course out of his wheat and corn 
fields, thus relieving himself of depres- 
sion and the golf community of conges- 
tion. Fees for playing golf range all 
the way from ten cents to several dol- 
lars. Conducted on an economical and 
popular basis a course can be operated 
at a profit at low fees. 
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Ratios Guide 
Management 
(Continued from page 196) 


had been in business over a long period 
of time would inevitably accumulate, de- 
pending upon its management, a certain 
number of slow or questionable loans. 
His answer was that every bank prob- 
ably, regardless of its management, js 
likely to make loans which will eventu- 
ally result in losses or at least prove dif- 
ficult of collection. He said that loans of 
this character might be expected to equal 
5 per cent but that when the figure 
reached 10 per cent, in his opinion, the 
management should be “checked and 
double checked”. 


Limit to a Customer 


OANS and discounts to single indus- 
try loans, 3 to 1: In the commer- 
cial bank management booklet No. 1 is- 
sued by the Bank Management Commis- 
sion of the American Bankers Associa- 
tion I find the following paragraph: 

“Granting excessive loans to a single in- 
terest is, of course, another practice to be 
avoided. The mere legality of the subterfuge 
of making separate loans to officers and di- 
rectors in addition to those loans made to the 
business, itself, constitutes no justification 
for them. A state superintendent of banks 
recently said that in almost every bank that 
failed he found such excessive loans. Every 
banker should realize the extent to which he 
can properly expand his risk in any given 
direction. Beyond this he should not go 
under any circumstances, no matter if the 
credit be as prime as any on his books.” 

The above paragraph applies to the 
lending of money to a single business 
concern and the statements made regard- 
ing the dangers of that practice are also 
applicable to loans made to a single in- 
dustry, such as the oil, cotton and steel 
industries. 

While no useful ratio could be calcu- 
lated comparing the total loans and dis- 
counts to loans made to an individual 
business concern or its officers, a ratio 
of 3 to 1, representing the comparison be- 
tween total loans and discounts and loans 
made to a single industry might be ap- 
proximately accurate and useful as a 
guide. However, this ratio would be of 
little value to a bank in wheat or cotton 
raising country, for instance, during the 
marketing period. 


Kinds of Earning Assets 


OANS and discounts to investments, 
2% tol: ‘This comparison is valua- 

ble in that it indicates the proportion ex- 
isting between the two major earning as- 
sets of the bank. However, the ratio 
may vary widely depending upon the 
total of cash and sight exchange, which, 
in considering the degree of solvency of 
the bank, would be the equivalent of 
readily marketable securities. The more 
liquid the item of loans and discounts 
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the higher this ratio might go without 
disturbing the degree of solvency. 


Value of Property 


APITAL and surplus to bank prem- 
C ises, 2 to 1: In a commercial or- 
ganization the ratio of permanent capi- 
tal to fixed assets should ordinarily be 
about 112 to 1, which means as stated 
heretofore, that a2 company is on a rea- 
sonably sound financial basis if the pro- 
prietorship interest plus the long-time 
obligations supply all the money needed 
for the plant and equipment, and have 
available a part of such capital for cur- 
rent use. 

A banking institution does not ordina- 
rily require the investment in fixed as- 
sets that a manufacturing concern, for 
instance, would require, although it is a 
general practice to provide banking fa- 
cilities on a more or less elaborate scale. 
I believe where the bank owns its prem- 
ises that its investment in such premises 
should not be more than one-half its cap- 
ital and surplus. 


Stockholders’ Equity 


OTAL assets to capital, surplus and 

undivided profits, 10 to1: If the ra- 
tios of deposits to loans and discounts; 
deposits to capital and surplus; and cap- 
ital and surplus to bank premises, in 
the individual institution, compare fa- 
vorably with the standard ratios which 
have been submitted, a ratio of approx- 
imately 10 to 1 of total assets to capital, 
surplus and undivided profits, will be 
found to exist. If this ratio varies ma- 
terially the indication would be that one 
or more of the three ratios mentioned 
above are out of line. This ratio indi- 
cates the equity of the proprietorship in 
the total asset fund and is an important 
indicator of whether the stockholders or 
the depositors own the bank. 

Ratios of gross and net earnings to 
various items and groups of items on the 
balance sheet could be calculated to ad- 
vantage, but fundamentally, any unfa- 
vorable indications which might be 
shown by ratios comparing income with 
balance sheet items would indicate de- 
fects in the ratios already discussed. If 
the assets and liabilities on the balance 
sheet do not bear the right proportion to 
one another the operations of the bank 
will not be profitable and the solvency of 
the bank, itself, will be in jeopardy. 

I have, therefore, confined my analysis 
to the so-called internal ratios. If 
these ratios indicate proper allocation of 
the total fund of assets and a satisfac- 
tory relationship between creditors and 
stockholders, the bank will fail to pros- 
per only in the event of heavy unfore- 
seen losses or unjustifiable disbursements 
of funds, such as excessive officers’ sal- 
aries or declaration of dividends to an 
extent not warranted. 
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The Committee on Publicity 
of the 
TRUST COMPANY DIVISION 


Invites you to see 


THE EXHIBIT OF 
ITS 


“Building Trust Service Plan” 


at the Hotel Cleveland 


during the annual convention 


of the 


AMERICAN BANKERS 


ASSOCIATION 


September 29 to October 2 


EVERAL hundred trust institutions are finding this co- 


operative service a most economical and effective help 


in developing their new trust business. The annual cost 


to Association members is only $50—less than $1 a week.... 


Upon your request we shall be glad to send you, without 


obligation or cost, the complete September service. 


Francis H. Sisson 


Chairman 


Committee on Publicity 


Boundary Between Savings and Commercial Banking 


(Continued from page 212) 


less permanent arrangement for it is 
based on reciprocal compensation. 

There is another point of difference 
in the field of discount. The available 
loaning funds of a savings bank are lim- 
ited for all practical purposes to an 
amount equal to its actual cash reserves. 
It may not pyramid its loans on its re- 
serves. It is not good form for a savings 
bank to show bills payable; a commer- 
cial banker may, without any violation 
of the proprieties, provided he keeps 
within reasonable bounds. 


The commercial banker, however, does 
pyramid his loans on his actual reserves. 
If he should have a million dollars in 
reserve, he may with propriety expand 
his loans to five or more times that 
amount. His right to do so is more read- 
ily understood when we realize that the 
commercial banker extends his own 
credit rather than that of his depositors. 
In fact the commercial banker may ex- 
tend credit without having any deposits 
whatsoever. 

Let us suppose that he has just opened 
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JOHN G. SHEDD CHICAGO 
GREEK DORIC 


Says Thos. E. Tallmadge, F.A.I.A.: 
Aquarium is one of the rather rare examples 
of the Greek Doric style used in a present day 
building. It typifies an excellent principle 
that in the design of public buildings con- 


servatism and restraint should rule.’ 


“CONSERVATISM and RESTRAINT” 
—with Outstanding Beauty 


ONSERVATISM and Restraint should rule’—says Mr. Tall- 
madge concerning public buildings. 


And bank buildings are “public.” 


How better can “conservatism and restraint” 


be combined with 


beauty in checks—than by showing your building—beautifully— 


on the solid tints of 


September, 1939 
each note is paid simultaneously with 
or before presentation of a check, the 
banker is able to meet his obligations 
on demand, and all is well. 

The same conditions would exist were 
the proceeds of the notes credited to de- 
posits subject to check. In either jn- 
stance there would be no permanent de- 
posit as there is in savings, nor would 
there be any credit extension based on 
funds of depositors’ origin. 


Deposits and Loans 


ORE concretely, the difference in 

the source of savings and com- 
mercial bankings’ loanable funds may be 
seen in the operation of mutual savings 
banks. Their credit extensions are based 
on depositors’ funds for they have no 
capital. Commercial bankers base their 
extensions on the credit commanded hy 
the existence of their capital funds, re- 
gardless of whether or not they have de- 
posits. Eventually, however, deposits do 
furnish an important base for their 
loans. 

The most notable and perhaps tragic 
illustration of the interdependability of 
commercial banking deposits and loans 
occurred during the deflationary period 
in 1920. As long as commodities were in 
continuous process of exchange, and that 
exchange was financed by bank credit, 
the volume of commercial deposits was 


WROE NONALTERABLE BOND 


Let us send you specimen checks 
which show you how you can pre- 
sent institutional personality to 
a whole community—at no added 
cost. 


maintained and offset by an equal vol- 
ume of commercial bank loans. Suddenly 
the processes of exchange began to di- 
minish in both quantity and rapidity. 
Existing exchanges were completed in 
some manner. Whenever they were, notes 


W. E. Wroe & Company 


(Producers of Construction Bond) 
22 W. Monroe Street 
CHICAGO 


WROE NONALTERABLE BOND 


for business and that his tangible as- 
sets consist only of the funds supplied 
by the sale of his capital stock. That 
reservoir of real money is his margin of 
safety, his buffer between the demands 
of those whom he owes and those who 
owe him. Should his creditors collect his 
promises to pay faster than he is able to 
collect what his debtors owe him, he 
relies on his reservoir to tide him over 
until he can make ends meet. 

Let us further suppose that these as- 
sets amount to $100,000 in cash. Ten 
borrowers come in who each borrow 
$50,000, a total of $500,000. The banker 
has pyramided his reserves five times. 


In return for the note of each borrower, 
the banker issues his cashier’s check. It 
is nothing more than his promise to pay 
at a future date, a perfect example of a 
transaction in credit. The borrower, in 
turn, having faith—the prerequisite of 
any credit transaction—in the banker’s 
ability to pay, accepts the cashier’s check 
and sends it to a distant or nearby point 
in payment of an obligation. The other 
nine borrowers do the same thing. 

Now if more than two of these cash- 
ier’s checks are presented for payment 
by third party creditors before the bor- 
rowers pay any of their notes, the banker 
is over-extended and in trouble. But if 


were paid and an equal amount of de- 
posits extinguished. No new credit trans- 
actions arose to take their place. Com- 
mercial deposits went down with sicken- 
ing rapidity—and stayed down. 

This phenomenon did not occur in sav- 
ings banking. Only to a limited degree 
did savings deposits decline in volume, 
and that was largely due to a falling off 
in employment. Savings banking is a 
symbol for fixed capital, the existence 
and maintenance of which does not de- 
pend on temporary fluctuations in the 
rate of exchange of commodities. Fixed 
capital once accumulated is but slowly 
consumed. 

In the currency issuing function we 
have the final distinction between the 
two forms of banking. Commercial or 
credit banking is its proper field. Sav- 
ings or asset banking is not. Money is 
only a symbol, a contrivance used to 
facilitate the exchange of things of 
value. When there are no exchanges, 
there is no need for money. 

Commercial banking is the field of 
financing the exchange of commodities. 
Currency based on such financing auto- 
matically: rises and falls as the volume 
of exchanges rises and falls. When that 
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occurs, prices are not disturbingly in- 
flated by an over supply of the circulat- 
ing medium nor artificially depressed by 
its insufficiency. 


Each In Its Own Field 


O sum up the differences between 

the two forms of banking, it is ap- 
parent that each operates in a different 
field. Commercial banking in the field 
of credit; savings banking in the field of 
capital. As long as proper regard is had 
for the differences between the two, 
trouble will be largely averted. 

It should be remembered that savings 
banking stresses profit and security. Sav- 
ings lending has less to do with charac- 
ter than it has with security through 
pledge of adequate assets. Commercial 
banking stresses character and liquidity. 
Possession of assets on the discount side 
is important but of lesser consideration 
than in savings banking. 

It is therefore worth while to examine 
briefly one of the tendencies of modern 
banking, the tendency to mix and con- 
fuse the two varieties. I do not refer to 
the intermingling of commercial and sav- 
ings assets and liabilities. That has been 
done since time immemorial. The Na- 
tional Bank Act, the acts of nearly every 
state are guilty of infraction of the nat- 
ural law requiring segregation. What I 
particularly refer to is the growing prac- 
tice of commercial bankers to require 
what is properly savings collateral, in 
other words, securities, as a pledge of a 
commercial loan. 

There can be no quarrel with their 
desire to take every safeguard neces- 
sary to insure their solvency. But it is 
merely pointed out here that in making 
such demands it is easy to fall into im- 
proper habits. It is possible to go so far 
as to forget that the primary purpose of 
commercial banking is to finance trade. 
If it should become the custom that 
commercial credit should only be ex- 
tended on the basis of security collat- 
eral, stagnation in business or something 
approaching it is certain to result. It is 
far better to take some risk than no risk 
at all. 


Not To Be Mixed 


OMMERCIAL bankers, too, by pay- 

ing excessive rates of interest on 
deposits that are really demand in char- 
acter, are more and more bringing about 
an incongruous situation, that of at- 
tempting to mingle commercial and sav- 
ings banking in a way they may not, 
with propriety, be mingled. They often 
find they are unable to invest such funds 
in short time securities at a satisfactory 
rate. 

Savings bankers, on the other hand, by 
disregarding or wholly abolishing the old 
safe and sane limits of the maximum 
amount of deposits they will accept from 


National City brings you 
complete financial service— 
world-wide in scope. 


Your customers may wish 


to revise their holdings... 


strengthen your advice with 


National City facts. 


The National City Company 


National City Bank Building, New York 


BONDS + SHORT TERM 


any one borrower, are themselves invad- 
ing what is properly the field of com- 
mercial banking. These large deposits are 
rarely stable in the way that small sav- 
ings deposits are stable. If they are not 
stable, assets of similar longevity must 
be carried to provide for their sudden 
withdrawal. Again, it is not always pos- 
sible to find investments which will pay 
the savings rate on demand or the equiv- 
alent. Yet if they are not found, the 
savings banker must either carry large 
and unprofitable cash balances or suffer 
the embarrassment of being over-ex- 
tended. 

All in all, it behooves each type of 
banker to stay pretty much in his own 
bailiwick. 


NOTES « ACCEPTANCES 


Savings in Russia 

The Soviet State Bank in Moscow dis- 
closed figures on savings bank deposits 
showing a total of 600,000,000 rubles on 
June 1, 1930. Since October 1, 1924, ac- 
cording to this report, the number of 
savings banks in Russia has increased 
from 5,284 to 23,357 and the number of 
depositors from 430,000 to 10,485,000. 
One of the functions of the savings 
banks is to encourage the use of checks 
in payment for such items as rent, light- 
ing, water, gas and telephone, although 
this method has not achieved anything 
like wide popularity. The total clear- 
ings for the six months beginning Octo- 
ber, 1929 and ending March, 1930, were 
2,134,567 rubles. 
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Ponca City, Okla., refinery 
operated by a Cities Service 
subsidiary 


INVEST 
in the Steady Growth 
of Cities Service Company 


N investment in Cities Service Common Stock 
is an investment in one of the 10 largest indus- 
trial organizations in the United States. The more 
than 125 subsidiaries of Cities Service are engaged 
in the production and sale of necessities of present 
day life—electricity, petroleum, natural and manu- 


factured gas. 


Steadily increasing earnings from these three es- 
sential industries show the wisdom of investing in 
Cities Service Common Stock. 


HENRY L. DOHERTY & COMPANY 
60 Wall Street () New York City 


Branches in principal cities 
CLIP AND MAIL THE COUPON 


Henry L. Doherty & Company 
60 Wall St., New York 


Please send me full informa- 
tion about Cities Service Com- 
mon stock. 


Name 


What the Machine Age Has Done to Wage Earners 


(Continued from page 169) 


enough to provide employment for the 
same percentage of our rapidly growing 
population as it did in 1899. This is one 
of the facts which has caused a growing 
apprehension regarding employment con- 
ditions and a misapprehension of the 
actual situation. Perhaps it is unfor- 
tunate that we are provided with com- 
plete and dependable figures on factory 
employment each month, while such fig- 
ures are available in only a few of the 
other lines of human endeavor. 


It is certain that new kinds of em- 
ployment have been developed so fast 
through our rapidly increasing demands 
for comforts and luxuries that it re- 
quires as large a percentage of the total 
population to supply our wants as it ever 
did. While it is true that hours are 
shorter, and vacations more frequent, it 
is also true that, where it required only 
38 per cent of our total population to 
supply the goods and the services de- 
manded by the whole population a gen- 
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eration or two ago, it now requires fully 
39 per cent of the population to supply 
the needs of the country, and the export 
demands. 


Luxury Products 


ACHINERY has, in fact, displaced 
many workers, but it has not dis. 
placed any portion of the payroll, and 
the buying power of the workers remain- 
ing on the job has multiplied itself in 
proportion to the increase in output, so 
that the total payroll is unaffected, as 
demonstrated by the foregoing census re- 
ports. And it is well that improved ma- 
chinery and methods have been made 
possible through the inventive genius of 
our people; otherwise, our workers 
would be where they were in 1899, It 
required 39 per cent of the population 
to supply our needs at that time, and it 
requires 39 per cent of the population to 
supply our needs at this time. But for 
the introduction of labor-saving devices 
in factories, we could have had no motor 
car, no radio, and no airplane. And this 
economic process must go on. It will go 
on. It is only by the release of labor, 
through the application of power and au- 
tomatic machinery, that we can be sup- 
plied with the labor which we must needs 
have for next year for the development 
of new flying machines, wireless com- 
munication, and whatever the genuises 
of the world may offer for our comfort, 
or our pleasure. 
‘ Unemployment occurs seasonally, and 
periodically. There is a space in the 
cycle during which unemployment in- 
creases, as there is another space in the 
cycle during which labor shortage ham- 
pers production and distribution. The 
percentage of unemployment for any 
four-year period of the last twenty-eight 
years has been about at par with any 
other four-year period. The increase in 
unemployment during the closing months 
of 1927, the closing weeks of 1929, and 
the first half of 1930, merely served to 
create a balance of unemployment with 
the preceding four-year period, 1923 to 
1926 inclusive. We find little variation 
in the percentage of unemployed, among 
the usually gainfully employed in man- 
ufacturing lines, during the period 1899 
to 1927 inclusive. We do not find that 
the unemployed percentage in any one of 
the seven periods of four years each is 
materially out of line with the experi- 
ence of any of the remaining six four- 
year periods. The entire experience of 
manufacturing labor for the elapsed por- 
tion of the twentieth century indicates 
that the unemployment bugaboo is noth- 
ing more, and nothing less, than a buga- 
boo. The known record of twenty-eight 
years demonstrates that the recurring 
slacks in factory employment are shortly 
taken up by increasing demand for sta- 
ples, and new demand for novelties. 
As I stated in an article in the August 
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CORPORATE TRUST SHARES 


For the investor who wants maximum current income 


BAsic INDUSTRY SHARES 


For the investor who wants principal accumulation 
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JouRNAL the introduction of labor-saving 
machinery has never “displaced workers 
as rapidly as new inventions and new 
demands have created new jobs for them. 
Our people have been at work for 150 
years raising and improving their stand- 
ards of living, and I see no reason to 
fear that they will not continue along 
the same lines. The future of the Amer- 
ican working man is brighter than it 
ever was before, as is the future of the 
country itself.” 


New Books 


THE MEANING OF MONEY. By 
Hartley Withers. Published by E. P. 
Dutton & Co., New York. 305 pages. 
Price, $2.20. 

This is the fifth edition of Mr. With- 
ers’ book written in 1908. It has been 
completely revised and contains chapters 
discussing new aspects of the, gold 
standard, America’s recently acquired 
leadership in world finance and the need 
for cooperation among central bank ex- 
ecutives. 


THE CHASE NATIONAL BANK 
of the City of New York, Trustee 


These trusts comprise the com- 
mon stocks of Americas’ leading 
corporations, properly balanced 
and diversified, welded into a sin- 
gle, convenient fixed trust invest- 
ment. Among them are American 
Tel. & Tel., New York Central, 
DuPont, Standard Oils, General 
Electric, United States Steel, Union 
Pacific and International Harvester. 


853 


Leading investment 
houses and banks 
in the United States 
and foreigncountries 
recommend and 
offer these shares. 


REGULATION OF RAILROAD 
FINANCE. By John H. Frederick, 
Frank T. Hypps and James M. Her- 
ring, members of the faculty of the 
Wharton School of Finance and Com- 
merce, University of Pennsylvania. 
Published by Simmons-Boardman Pub- 
lishing Company, New York City. 227 
pages. Price, $4.00. 


The writers describe the evolution of 
Federal control of railways finances 
through the Interstate Commerce Com- 
mission, acting under authority con- 
ferred in the Transportation Act’ of 
1920. The book reviews the various acts 
and policies of the commission, empha- 
sizing particularly that body’s methods 
of determining what constitutes public 
interest. From the standpoint of in- 
vestors considerable information is con- 
tained in Part IV dealing with the 
issuance of securities and the assumption 
of obligations. 


Wholesale Syndication by 


ROSS BEASON & CO., INC. 
120 Wall Street, New York * Salt Lake City -Los Angeles 


SMITH, BURRIS & CO. 
120 S. La Salle St., Chicago * Omaha - Detroit 


These are fixed investment trusts sponsored by the originators of Fixed Trust Shares 


houses, banking institutions, bank loans, 
raising capital and investment manage- 
ment. The text is supported by charts 
and tables. There is a complete bibli- 
ography and an adequate index. 


PROBLEMS IN FINANCE. By Cecil 

EK. Fraser, Associate Professor of 
Finance, Graduate School of Business, 
Harvard University. Published by 
McGraw-Hill Book Company, New 
York. 801 pages. Price, $5.00. 


This is one of the Harvard Problem 


FOR SALE 


One No. 75 Cummins perforator pur- 
chased July 1929. In first-class con- 
dition. Original cost $475.00. Box C, 
American Bankers Association Journal. 


Books and contains analyses and dis- 
cussions of more than 100 specific 
“eases.” These have been gathered to- 
gether by the research staff of the Har- 
vard Graduate School of Business Ad- 
ministration. The cases cover a wide 
variety of financial subjects including 
the problems of investors, investment 


HARVARD BUSINESS’ REPORTS, 
VOL. 8. Edited by Charles Insco 
Gragg for Faculty Publication Com- 
mittee. Published by the McGraw- 
Hill Book Company, New York. 687 
pages. Price, $7.50. 


The motion picture industry is the 
subject of this collection of material. 


Commentaries have been added to many 
of the cases showing their special sig- 
nificance. These were written by Howard 
T. Lewis, Professor of Marketing. The 
cases cover more than sixty groups or 
organizations devoted to the production 
or distribution of moving pictures. 
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PICTURE 

OF A BANK 
BUILDING 
GOOD WILL 


Hundreds of progressive banks through- 
out the country are now using the 
Hercules Certifier ... the only machine 
that prints, macerates, and duplicates on 
the back of the check, the entire certi- 
fication record, the amount, the date, 
and the serial number. 


In discarding the antiquated, hazardous 
rubber-stamp method for this modern 
means of check certification, these banks 
are providing an added protection much 
appreciated by their depositors. They 
are inspiring greater confidence. . . la- 
belling their bank abreast of the times, 
unusually considerate of their depos- 
itors security, and eager to render an 
extra service. 


This modern machine will build good 
will for your bank. A demonstration 
will not obligate you in any way. Ask 


for a representative to call. 


SAFE GUARD 
CORPORATION 


LANSDALE, PA. 
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The Unit Bank’s Place 


(Continued from page 220) 


John K. Ottley, of the First National 
Associates of Atlanta, regards the group 
isystem as undoubtedly superior to inde- 
pendent unit banking but does not regard 
‘it as the equal of branch banking. Max 
B. Nahm, vice-president of the Citizens 


National Bank of Bowling Green, Ken- 


tucky, believes in the independent unit 
bank but believes that under certain re- 
strictions the branch banking plan would 
be one of the banking solutions of small 
towns and small banks. E. W. Decker, 
president of the Northwest Bank Corpo- 
ration of Minneapolis, perhaps the out- 
standing advocate of group banking, be- 
lieves that under present conditions 
branch banking is the indicated means 
for furnishing proper banking facilities 
in the small towns. 


Where Most Agree 


LL these citations are merely illus- 
trative of the hearings as a whole. 
It is not that these witnesses are in any 


way inconsistent; it merely indicates that | 


the whole matter is in an inchoate con- 
dition. Present opinions and present 
banking policies and practices are sub- 
ject to revision, each is working along 
the lines best suited to his immediate 
needs and possibly all contemplate ul- 
timate developments of which present 
changes are merely stages on the way. 

But if there is this wide divergence in 
ideas as to major issues it is also evident 
that there is a thread of agreement run- 
ning through nearly all the testimony. It 
is generally agreed that the strong unit 
{bank should be preserved whenever and 
| wherever possible. It is also generally 


agreed that branch banking within the 


limits of a community is without serious 
objection and increases both the service 
and strength of local banks. There is 
also substantial agreement that branch 
banks, either of “county seat” banks or 
of larger banks in neighboring cities, 
Jare the best if not the only safe and sat- 
‘isfactory means of affording satisfactory 
banking service to communities of per- 
haps 5000 population or under. Save in 
exceptional circumstances it was gen- 
erally agreed by those who testified that 
banks with less than $100,000 capital or 
capital and surplus should be eliminated. 
Another point of general agreement is 
in the sentiment, quite general if not 
universal among witnesses opposed to 
he bratich banking system, that national 
anks should be allowed to maintain and 
perate branch banks where state banks 
ave that privilege. Such a privilege is 
regarded as fair and as necessary to 
place national banks upon the same basis 
as their competitors in state systems and 
thus prevent a present tendency of 


banks to leave the national for the state 
system. Nevertheless such a concession 


precipitates the whole issue of branch 
banking. It is difficult to perceive by 
what line of reasoning it may be con- 
sidered good policy, either for the banks 
or the public, to permit a bank in New 
York City to establish a branch at Niag- 
ara Falls, at the opposite end of the 
state, but which prevents it from estab. 
lishing a branch in Jersey City whose 
trade and finances are intimately con- 
nected with the metropolis; or which 
would permit a St. Louis bank to estab. 
lish a branch in Kansas City in compe- 
tition with Kansas City banks but which 
prevents it from establishing a branch in 
East St. Louis across the Mississippi in 
Illinois. Such a concession, in fact, is 
merely a confirmation of what most of 
the witnesses seem to regard as an illogi- 
cal and unfortunate development of state 
control of banking and gives rise to 
Conrptroller Pole’s idea of the “trade 
area” as the proper limit for branch 
banking systems. 

But in this trade area idea there seems 
to be no agreement whatever. The 
comptroller defines the term as “that 
geographical area which embraces the 
natural flow of trade from an outlying 
geographical territory to and from a 
metropolitan center.” He believes that in 
no case should such an area embrace 
more than a Federal reserve district but 
does not attempt to indicate any other 
smaller limit. In his testimony Governor 
Young indicated that while Congress 
divided the country into twelve Federal 
reserve districts as representative of 
trade areas at that time the board has 
since established twenty-five branches 
and still regards the thirty-seven divi- 
sions as less than 100 per cent perfect. 

None of the banker witnesses before 
the committee would venture a definition 
of the term or an opinion as to what such 
an area should contain. The question of 
what shall be the limits and makeup of 
a trade area is one of the matters that is 
engaging the attention of the committee 
appointed by the reserve banks to con- 
sider the whole subject of branch, group 
and chain banking and will undoubtedly 
be one of the chief subjects of debate 
when the matter of authorizing branch 
banking comes before Congress. 

As bearing upon the question of trade 
areas it was generally agreed by wit- 
nesses in the hearings that one of the 
causes of weakness and failures in unit 
banks has been a lack of diversification 
in interests served, the corollary of the 
proposition being that to make branch 
banking a success and a means of 
strengthening the banking business gen- 
erally trade areas must be large enough 


to furnish diversification in investments 
and interests served. 
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Financing the Farm 
Re-Equipment 


(Continued from page 175) 


increased units of acreage demand better 
methods and, as was said by the dealer 
quoted above, the small farmer is ob- 
solete. He cannot compete. The pos- 
session of equipment is necessary. 
Usually the payments have been fairly 
prompt—though this year is seeing many 
a farmer unable to make any reduction 
of his debt. The dealer may take back 
the machine—but he has no use for it. 
So the dealer either continues his own 
borrowing at the bank or turns the paper 
over to the manufacturers’ organization 
—and often the bank purchases the 
paper of these corporations and so in- 
directly is helping finance the operation. 

At the end of every harvest two 
groups of creditors earnestly study the 
producer’s financial situation. One is the 
local merchant, whether implement man, 
grocer or clothier, and the other is the 
country banker. Each seeks to discover 
exactly just how far the product of the 
fields will care for obligations incurred 
during the preceding months. ‘The de- 
cision fixes in a large degree the measure 
of the community’s prosperity and has to 
do with the commitments for months 
ahead in trade. In a year like the 
present, with low price levels and light 
yields, the only matter to be determined 
is how far the income can be stretched 
to care for outstanding claims. 

Were it only the well-to-do, or the ad- 
venturous, who re-equipped the farm 
with new machinery the problem would 
be less complicated. When every farm 
must have a new set of machinery and 
when the expense for gasoline and oils— 
these are spot cash—is increased over 
that for food of work animals, which was 
raised on the farm, it is evident that 
there is considerable figuring for the 
producer as well as for his creditors. 


They Berate the Banks 


ND yet—out through the interior 
are orators berating the banks be- 
cause they are not financing the imple- 
ment trade. They declare it is the duty 
of the local banker to care for his com- 
munity and that he should loan to the 
dealers abundantly and so “keep money 
at home.” The argument fails to take 
into consideration that the banker, if he 
did not put a limit on the accommoda- 
tions in this direction, could not meet the 
needs of his customers. He would have 
all his loanable funds tied up in plows, 
harrows, combines and drills—he would 
be in the’ implement business as deeply 
as are some of the dealers, with far less 
chance of recuperation. 
“The fact is,” a wheat belt banker 


expressed it, “that the bank must make 
a decision as to what class of financing 
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Speedy Production 
Accurate Workmanship 
Safe Delivery 


Three important requisites in the Print- 
ing, Lithographinég and Steel Plate 
Printing of listed and unlisted Bonds, 
Stock Certificates, Negotiable Instruments. 


Call our representative—he will attend 
to all details. 


President 


CENTRAL BANKNOTE 
COMPANY 


319-331 N. Albany Ave., Chicago 233-245 Spring St., New York 
Van Buren 8000 Walker 3976-3979 


COMPLETE PLANTS IN GHICAGO AND NEW YORK 


To Correct Earnings 


Accuracy of an earning statement depends 
on the accuracy with which each account 
is appraised. Error in determining depre- 
ciation, error in distinguishing between 
capital and expense in plant expenditures, 
distorts net profit just as much as error 
in computing receipts. American Appraisal 
Service, determining property facts, pro- 

_ vides the means for avoiding error, for as- 
suring accuracy in earnings. 


THE 
AMERIGAN APPRAISAL 


COMPANY 


New York + Chicago + Milwaukee 
and Principal Cities 


AN INTERNATIONAL ORGANIZATION 
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“Testing The Capacity of Management” 


“Testing the Capacity of Management” is the title of a booklet which we 
have prepared for business men. Copies are available upon request. 


SCOVELL, WELLINGTON and COMPANY 
ACCOUNTANTS — ENGINEERS 


10 East 40TH StrEET, New York City 


BOSTON CLEVELAND CHICAGO 
® SPRINGFIELD SYRACUSE KANSAS CITY 


PHILADELPHIA 
SAN FRANCISCO 


Specializing in 


Foreign Banking 


and 


Bankers Acceptances 


INTERNATIONAL ‘ACCEPTANCE BANK, INC. 


A Unit of THE MANHATTAN COMPANY 


31 Pine Street New York 


OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


G MAC obligations 


enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
regarded as a national standard for short term investment, they 
have been purchased by individuals, institutions and 
thousands of banks the country over. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL MOorTors 
ACCEPTANCE CORPORATION 


OFFICES IN PRINCIPAL CITIES 
Executive Office -- BROADWAY at 57TH STREET ~ New York City 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS 


OVER $80,000,000 
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it isto undertake and what limit it js 
to place on the same. When motor cars 
came in, bankers tried to discourage 
buying of cars; many refused to loan for 
purchase of cars or to finance local car 
dealers. It did not stop car-buying nor 
did it affect the dealer, for the financing 
corporations took over the business— 
and we bought the paper of the corpo- 
rations. And as time has gone on loans 
have been made to buy cars where the 
customer could qualify in his net worth, 
Likewise banks have financed local deal- 
ers where there was evidence of sound 
business procedure. The motor car now 
is looked upon as a commodity and not 
as a luxury. The implement purchase js 
going through the same process but in 
strictly farming sections the demand for 
credit has been enormous and often with- 
out a sound basis of need. The combine 
has sold by the tens of thousands and to 
a considerable extent with losses to the 
dealers because of the inability of the 
buyer to meet his obligation or because 
he did not need the added machine. The 
banker has refused to finance the imple- 
ment dealer because it meant an exten- 
sion of credit beyond the bank’s ability 
in view of the other needs of the farm 
country.” 


The Replacement Problem 
Comes 


F it be true, as dealers insist, that the 
farm practically has been re-equipped 
in the past half decade, there should be 
for the future only the replacements to 
be considered. These will be greater 
than under the simpler era because the 
new machinery is intricate and expensive 
in repairs. The gasoline engine run 
through dust and grime of a field for 
weeks suffers more than does a motor 
car run on paved roads—and the latter 
has plenty of trouble as it ages. So the 
expense of maintaining the new equip- 
ment will be greater than formerly and 
continue a drain on the producer. He 
must finance it or be without the ma- 
chinery to till his increased acreage. 
The producer has taken on greater 
acreage in order to reduce the unit cost 
for his ‘product. Even in the older 
settled sections of the interior abandoned 
farm houses and outbuildings are fre- 
quent. The farm has been combined 
with an adjoining property and the 
structures become useless. Rural popu- 
lation shows a steady decline while pro- 
duction is maintained, indeed giving 4 
surplus that is causing anxiety for the 
American farmer. This is the effect of 
power machinery, the bringing to the 
field of tractors, trucks:and gasoline en- 
gines—taking the place of horses and 
mules. It costs more in equipment but 
efficiently used can give a lower unit cost 
of production. When over-expanded it 
brings disaster to the producer. In the 
beginning of the process through which 
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the farm country is now going it means 
excessive demand on the financial re- 
sources of the community. 

The bank’s problem is to keep its limit 
of accommodation within its ability to 
extend credit and to be certain that its 
rural customers, in’ their ambition to 
have all the new machinery made, are 
not involving themselves more deeply 
than their possible income warrants. 


What Is Unemployment? 


Estimates of the number of persons 
unemployed in the United States vary 
all the way from 1,000,000 up to ridic- 
ulously large numbers. The principal 
obstacle to arriving at even remotely 
correct estimates lies in the difficulty 
of defining accurately what it means to 
be out of work. Some do not work be- 
cause they prefer idleness and would be 
‘unemployed even in times of great busi- 
ness activity. There are 46,000,000 per- 
sons either too young or too old to be 
considered eligible for employment. 

When we speak of the army of un- 
employed do we include women who 
would work if an attractive position 
were offered them but otherwise regard 
employment, except in household duties, 
a ntatter of indifference? Their number 
might exceed a million. Are we to count 
the increasing proportion of the popula- 
tion who have an income that permits 
them to be among the unemployed? 

Theoretically, of course, figures on 
unemployment, here as well as in En- 
gland, Germany and France, include 
only those persons who want work and 
need it but cannot find it. According 
to the recent census, the number of per- 
sons within the age limit for work, 
totals 76,000,000. Almost 650,000 of 
these must be eliminated because they 
are patients in hospitals or convicts. 
The remainder are divided approximate- 
ly into two equal groups—37,000,000 
women and 38,000,000 men. 


Your 
A. B. A. Journals 


Keep your back issues of the Journal 
—they make an invaluable source of 
useful suggestions and ideas on im- 
portant matters of management, op- 
eration, customer relations, interna- 
tional finance and trade, legal and 
legislative developments, economics, 
etc., a self- “revising and always up to 
date manual covering every angle of 
banking. 

To assure safe-keeping and imme- 
diate accessibility, a good binder, 
firm, durable, simple to handle, is 
now available for prompt delivery. 
The postpaid price is only $2.00. 
Get your binder now. 


American Bankers Association 
Journal 
110 East 42nd St. New York, N. Y. 


Fire q 


We take pleasure in announcing 


the election of 


Mr. Barrett Herrick 
As a Vice-President 
Resident in New York 


(HANDLER & GOMPANY 


INCORPORATED 


120 Broadway, New York 
Philadelphia Chicago Paris 


MIDLAND BANK 


A Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction of banking business of every 
description. It has offices in the Atlantic Liners 
“Aquitania” “Berengaria” “Mauretania™ 
and with affiliated banks operates over 2500 
branches in Great Britain and Northern Ireland. 


The offices in Poultry and at 196 Piccadilly are 
specially equipped for the use and convenience of 
American visitors in London. 
Head Office: POULTRY, LONDON, E.C.3 


Overseas Branch: 122 OLD BROAD STREET, LONDON, E.C.2 


FREEZING 


ATLANT 
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National 
Electric Power 


Company 


A $400,000,000 group 
of operating compa- 
nies providing public 
utility services in 15 
states from Maine to 
Florida. 


57 William Street 
New York, N. Y. 


Stewart-Warner 
Dividend 


Announcement 


of record 
as of August 5, 1930 
(the largest list in the his- 
tory of the Corporation), 
will receive on or about 
August 15th, the 70th reg- 
ular consecutive quarterly 
cash dividend. The rate 
paid for this second quarter 
is 50c per share. 


List of products and latest 
financial report obtainable 
at broker’s office or upon 
application direct to the 
Corporation. 


STEWART-WARNER 
CORPORATION 


1826 Diversey Pkwy., Chicago 
and subsidiaries 
Alemite Corp’n 
» Ltd. 
Bassick Co. 
The Alemite Corp’n. 
The Stewart Die Casting Corp’n. 
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The Condition of Business 
(Continued from page 224) 


sagged in July about as low as it will go. 
Contract awards in August showed a 
small increase. Contemplated projects 
for which awards had not been made at 
the beginning of August were reported 
as $559,477,000 as against $480,212,000 
a year previous, and the ratio of work 
planned to work started is above normal, 
indicating that actual construction has 
not been keeping pace with demand. 


Money Market Developments 


ONDITIONS in the money market 

are so sound and healthy that they 
do not at the moment command a great 
deal of attention. Probably none of the 
developments of the past month would 
warrant its being called a feature, but 
their almost uniformly favorable trend 
may be seen from the mere enumeration 
of some of the more important, as fol- 
lows: 

1. Call money rates 2. per cent vs. 9 a 
year ago; commercial paper 3 per cent 
vs. 6%. 

2. Federal reserve rediscount rates are 
only half the level of a year ago. 

8. Continued increase in investment 
holdings of member banks carries that 
account $855,000,000 above a year ago. 

4. Members’ borrowings from reserve 


New Reserve Head 


UGENE MEYER, JR., of New 
York has been named to succeed 

Roy A. Young as Governor of the Fed- 
eral Reserve Board. Mr. Meyer is a 
former managing director of the War 
Finance Corporation and a former head 
of the Federal Farm Loan Board. Mr. 
Young resigned to accept the governor- 
ship of the Boston Federal Reserve 


Bank, giving as his reason the need for a’ 


larger salary. Vice-Governor Edmund 
Platt of New York resigned from the 
Federal Reserve Board and accepted the 
post of vice-president of the Marine Mid- 
land Corporation of Buffalo. 


Membership Certificates 


N accordance with the provisions in 

the Constitution and By-Laws, mem- 
bership dues are payable in advance as 
of September 1. Therefore, members 
have received the new Certificates of 
Membership signed by the Executive 
Manager, F. N. Shepherd, and counter- 
signed by the Treasurer, Grant McPher- 
rin. An insert for the membership sign 
for the fiscal year ending August 31, 
1931, accompanied the Certificate. 

A gratifying result has already been 
achieved in that a very large percentage 
of the members have remitted to our 
depository in New York City, The Irving 


banks aggregate $44,000,000 vs. 
000,000 a year ago. 

5. Demand deposits of member banks 
continue to increase and stand $561,000,- 
000 above a year ago. 

6. Savings banks of New York state 
increased their deposits during July for 
the first time on record. 

7. Indexes of bond prices have all es- 
tablished new high marks for the year, 

8. Brokers’ loans declined to $3,102,- 
000,000, the lowest in more than three 
years. 

9. Outstanding bankers’ acceptances 
showed the seasonal upturn in July 
amounting to $50,000,000. 

10. Mortgage money is in more ample 
supply than for several years. 

11. New financing in August showed 
continued predominance of bonds over 
stocks, the reversal of trend last year. 

12. Export gold movement has lessened 
and country’s gold stock is still $200,- 
000,000 larger than a year ago. 

13. Treasury sold $120,000,000 of 90- 
day bills at 1.96 per cent discount basis; 
applications exceeded $397,000,000. 

14. Recovery of silver prices has sta- 
bilized the exchanges of far eastern 
countries and increased their purchasing 
power. 


$687, 


Trust Company, 60 Broadway. When 
the Test Key to the Telegraphic Code is 
again changed, the advice can only be 
forwarded to those members who have 
paid dues. To avoid unnecessary corre- 
spondence and delay and to facilitate the 
collection of dues, members who have not 
honored the Certificates are requested to 
do so promptly. 


Convention Calendar 


DATE STATE 
1930 ASSOCIATION 
Sept. 10-11 Indiana 
Sept. 11-12 Kentucky 
Oct. 22-23 Nebraska 
Nov. 7-8 Arizona 


1931 
June 22-24 Iowa Waterloo 
AMERICAN BANKERS ASSOCIATION 
MEETINGS 
Sept. 29-Oct. 2 Convention, 
-Cleveland, Ohio 
REGIONAL CONFERENCES 
Nov. 13-14 Sixth Mid-Continent Trust, 
Indianapolis, Ind. 
Spring 1931 Fourth Southern Trust, 
Charleston, S. C. 


OTHER ASSOCIATIONS 


Sept. 17-20 Financial Advertisers 
Ass’n Convention, 
Louisville, Ky. 


PLACE 
Fort Wayne 
Louisville 
Omaha 
Tucson 
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A State-Wide Trust System in Operation 
(Continued from page 205) 


efficient staff and in correlating the 
work of its individual members. Our 
present staff consists of 330 full-time 
employees functioning at forty-four 
branches. Approximately fifty of these 
are engaged in supervisory work or 
otherwise are subject to call outside 
their cities of residence. Surrounding 
this full-time group are several hundred 
general bank employees, including many 
branch managers and other executives, 
who have gained a considerable knowl- 
edge of trust functions and familiarity 
with operating problems, either through 
dealing with the public in this field or 
through accounting for trust assets. 
The work of part-time and junior staff 
members is arranged so that important 
decisions and contacts are made by ex- 
perienced trust officers. This outfit of 
specialized and semi-specialized person- 
nel is an outgrowth from a much sim- 
pler situation a few years ago, when 
there were only fifteen or twenty full- 
time trust employees at a half dozen 
points, when there was no conception 
of trust functions among the general 
bank staff, and when we were only be- 
ginning to make up our minds to engage 
in a general campaign of education to 
“take the mystery out of trust service.” 


Officers From the Ranks 


E have always kept the way into 

the field of technical trust work 
open to enterprising general bank em- 
ployees. This bread cast upon the 
waters is beginning to return in the 
form of new personnel for full-time 
trust appointments who have excep- 
tional qualifications because of their 
general bank experience. We recognize 
the importance of having trust matters 
discussed with the public by qualified 
trust men and try to safeguard against 
inexperienced management and account- 
ing. At the same time we have found 
it helpful to extend the ladder on which 
employees reach the heights of profes- 
sional attainment in trust work down to 
the rank and file of general bank em- 
ployees. By way of compensation our 
trust department has realized a benefit 
in having among its personnel many 
assistant trust officers with the experi- 
ence and instincts of commercial 
bankers. 

As a means of mobilizing the general 
bank staff of approximately 5000 offi- 
cers and other employees, our trust 
department has engaged in educational 
work on an unprecedented scale. Dozens 
of conferences of branch managers have 
been held in the various districts. Sys- 
tematic instruction based on a printed 
manual of questions, requiring at- 
tendance of employees at six successive 


meetings, has been given in all parts 
of the state. Approximately one-half 
of the general bank staff has partici- 
pated in this question - and - answer 
course. Several apprenticeship courses 
of two weeks’ duration have been given 
at our head office, with an enrollment 
in each instance of from twenty-five to 
fifty full-time trust employees and 
members of general bank staffs at 
branches, selected with special relation 
to the administrative requirements of 
existing or anticipated trust business. 


Experience Laboratory 


NE of the chief values of corporate 

trust service lies in the accumula- 
tion of experience in the management 
of property under different types and 
circumstances of fiduciary designation. 
How to assemble and to make the most 
of conclusions from this laboratory of 
experience is an important question. It 
can be done only in the most general- 
ized fashion by associations of inde- 
pendent trust companies. Under our 
plan of state-wide service, there are pro- 
vided 166 centers of trust activity from 
which experience may be harvested. 
The client may be assured that his 
problem has been dealt with in one or 
more of these 166 communities, and 
that with many matters of manage- 
ment we have had a wealth and variety 
of experiences. Information concerning 
new experiences and new working plans 
is disseminated among the fraternity of 
trust men in our system through in- 
formal correspondence, through circular 
letters from the head office, through 
staff meetings and educational courses, 
and primarily through quarterly con- 
ferences of trust district supervisors. 
Usually there is “one best way,” which 
may be determined by the process of 
comparison and which may be adopted 
as standard practice, 

The association of key men in our 
fourteen districts is a remarkable 
clearinghouse of administrative ideas. 
These supervisors are working under 
identical rules and traditions of ser- 
vice and can discuss intimately the 
relationship of their experiences to our 
plan of operation. Under such a plan, 
trust men may realize their finest op- 
portunity for the attainment of pro- 
fessional objectives through continued 
association and united effort. 


Toward Uniform Fees 
T would be bold, indeed, to predict 
success in dealing with our share of 
the awkward problem of uniform trust 
fees. It is obvious, however, that the 


influence of a state-wide organization 
will be in the direction of uniformity 


Are you planning a new bank— 
or remodeling of your present 
quarters ? 

Here is an opportunity to effect a 
considerable saving on your counters, 
cages, etc. 

The Marine National Bank in- 
stalled the above fixtures five years 
ago. Now the bank is going into 
much larger space and the present 
interior is offered complete—or in 
part—at a far below cost price. 

Let us tell you more about what 
is available—and how reasonably it 
may be purchased. 

If you are planning to build now 
or in 1931 you should be interested. 


Write to 
Prahl Construction Corp. 
Agent for 


Marine National Bank 
Erie, Penna. 


Over 750 Banks 
Have Accepted 


Our “SPEcIAL SERVICE PLAN™ 
for Banks in Execution of Un- 
listed Security Orders, com- 
bining specialized training, 
knowledge and equipment 
with that protection given 
listed trading. 


A Booklet 


describing our plan will 
be sent upon request. 


OBSON & WALLACE 
Unlisted Ass'n. 
Corn Exchange Bank Trust Building 
15 William Street New York 
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Los Anéeles--- 


HEN a Banker has valued customers leaving for 
Southern California, he will do them a favor by 
giving them letters of introduction to Security-First 


National Bank. 


With Resources exceeding $500,000,000; with more 
than 700,000 depositors; with many branches through- 
out Los Angeles, and in sixty-two communities 


(OF Tos California. 


from Imperial Valley on the South to Fresno and 
San Lu’s Obispo on the North...this is the domi- 
nant fit.ancial institution of the southern part of 


A large, highly organized and very efficient Trust De- 
partment; an Investment subsidiary...Security-First 
National Company; a Department of Research and 
Service joined with a complete Banking service at 
every Branch, make this the Institution to employ as 
your Pacific coast connection in every way any bank 


can serve you. 


ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


$250,000 
Lombard, Illinois 


6% Improvement Bonds 


Serial Maturities 1937 to 1948 


Lombard (population 6000) is a 
well known Chicago Suburb, lo- 
cated 20 miles west of the down- 
town “loop” district. 

These bonds are payable from 
special taxes levied against 50% of 
the area of the City, which taxes 
are a lien ahead of all encum- 
brances and co-equal with general 
taxes. 


100 and Interest 
Yielding 6% 


Price: 


Special Concessions to Banks 


theHaachelt Bond 


Incorporated 1910 
Investment Securities 


39 South La Salle Set., Chicage 


Our Digest of 


The Federal Census 
1930 


To be published soon in an at- 
tractive booklet of 80 pages. Will 
be useful to all business; many 
banks will want to serve their 
communities by distributing it. 

A specially prepared edition 
for your use and _ exclusive 
rights for your city may be ob- 
tained by writing promptly for 
particulars and prices. 


National Bureau of 
Educational Research 


11 West 42nd Street 
New York, N. Y. 


U. S. HEADQUARTERS 
imported Arms, Ammunition & Parts 
-Luger- Merkel Bros. -Mannlicher,- Webfey - Scott, etc. 
Fall line American Arms & Ammunition 
Springfield's Restocked tocol. Whelen’, Revised pecitication 


A. F.STOEGER. Inc. NEW 
509 Fifth Avenue (at 42nd St.) 


September, 1939 


of fees throughout its territory. Iron. 
clad enforcement of standard fees for 
specific services is necessary in an ip. 
stitution in which the fees are being 
quoted daily by scores of official repre- 
sentatives. The bending of general 
schedules to fit specific cases may be 
done consistently and. safely in a unit 
institution whose trust officer is fully 
acquainted with the effects of his de- 
cisions upon the profit and loss account, 
but such adaptations cannot be en. 
trusted to a large personnel, function- 
ing in many communities. 

As the services of trust companies 
become’ standardized, a constantly 
greater public demand for uniformity 
of fees may be expected. Clients wilj 
compare rates. Even though unprof- 
itable fees should be quoted upon each 
of two proposed trusts, if the quota- 
tions are different the trust company or 
bank will be asked to standardize on 
the lower one. 

In the search for a sound basis for 
uniform fees, a trust organization of 
the state-wide type is equipped in an 
unusual way to correlate its experiences 
in various communities. Costs in our 
institution, however, must be compared 
with the costs of administering trusts 
in other banks and trust companies that 
operate in the same localities, and as 
nearly uniform schedules as_ possible 
arrived at; otherwise there will be con- 
fusion and an appearance of competition 
on the basis of prices for given ser- 
vices, which is quite avoidable. In this, 
and in many other respects, we applaud 
the movement toward closer scrutiny of 
costs and toward the more exact defini- 
tion of services which is being fostered 
by the various corporate fiduciaries 
associations. 


Early Years “in the Red”’ 


HESE outstanding characteristics 

of state-wide trust service are of- 
fered for consideration, only with the 
thought that they may include some 
points of value to fellow trust workers. 
The trust department of the Bank of 
Italy is only twelve years old. Our 
early years were spent “in the red.” 
This seems to be the universal experi- 
ence in the establishment of trust de- 
partments. All banks and trust com- 
panies may have experienced a period 
of awakening on the part of their man- 
aging executives, when it was realized 
that an important avenue of income 
was being overlooked, and a means of 
broader service to clients neglected for 
lack of a trust department. Before we 
came to this realization, the resources 
of the Bank of Italy were nearing the 
hundred million mark. Our answer to 
the urgent demand has been the plan 
of state-wide trust service here outlined. 
The trust departments of the larger 
unit institutions in the United States 


252 
= Rifles & Pistols. Telescopes mounted. *Expert 


September, 1930 


are like the modern bank buildings in 
New York City—they reach skyward, 
in respect to continuous service to im- 
portant clients from generation to gen- 
eration, and they are set on deep foun- 
dations of age and tradition; but they 
are built on narrow lots. By way of 
contrast, the trust business of a state- 
wide branch banking institution is a 
broad structure. It gets its stability 
from the spread of activities into hun- 
dreds of communities. It is buttressed 
and bound together by many relation- 
ships that do not exist in unit institu- 
tions or in branch systems served by a 
few trust offices. With thoughtful man- 
agement, this kind of structure also, we 
are convinced, may stretch skyward 
with the years in its record of continued 
service to its clients. 


New Books 


SAVINGS BANKS AND SAVINGS 
DEPARTMENT MANAGEMENT. 
By William G. ‘Sutcliffe and Lindley 
A. Bond. Published by Harper and 
Brothers, New York. 432 pages. 
Price $5.00. 


This volume endeavors to give a com- 
plete and general picture of the activi- 
ties of savings banks and savings de- 
partments. The subject is handled in 
three parts: (1) the history of this 
type of banking, (2) the procedure for 
organizing and personnel and (3) the 
special problems of management. The 
text is supported generously with charts, 
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tables and sample forms. The authors 
find that the field of service for savings 
banks is constantly widening. 


A TREATISE ON THE DOMINION 
INCOME TAX LAW. By Charles P. 
Plaxton and Frederick P. Varcoe. 
Published by the Carswell Company, 
Limited, Toronto. 490 pages. 

The first edition of this work was pub- 
lished almost ten years ago. Meanwhile 
the Canadian income tax law, originally 
enacted in 1917, underwent many re- 
visions as to detail, although the general 
structure of the law remained much the 
same. The book contains data based on 
more than 600 legal cases involving in- 
come taxes. The revised act, as it went 
into force in 1927, is printed in full. 


FRACTIONAL MONEY. By Neii 
Carothers, Director of the College of 
Business, Lehigh University. Pub- 
lished by John Wiley and Sons, New 
York. 372 pages. Price, $4.00. 


The writer has produced a history of 
coinage in the United States, including 
an impressive quantity of information 
about small, heretofore practically un- 
known coins. As he states in a preface, 
he gleaned the facts for the book from 
more than a thousand periodicals and 
Government documents. Chronologically 
the account starts back in the middle 
ages and continues through Revolution- 
ary, then Civil War times, down to the 
present. 
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Guaranteed 


SAFETY 
and 6% Yield 


Guaranteed safety and a yield of 
6 per cent are both yours in Empire 
Bonds. Your principal is secure— 
your income guaranteed. Back of 
each issue are valuable, income- 
earning properties. Every Empire 
issue is trusteed by a large bank 
or trust company. The bonds are 
legal for trust funds by actual court 
ruling. Executors, attorneys and 


endowed institutions favor them; 
so do wise individual investors. 
Write today for circulars of new 

issues. 

E 1 

Empire Bond & Mortgage Corporation 
535 Fifth Avenue, 


New York, N. Y. 


Can a Cleaner’s Mop Give 
False Hold-Up Alarm? 


| F you are equipped with Padua foot control units 
you are protccted against both the man with 
the gun and the woman with the mop. 


Write for Padua details. 


Lift of foot sets off alarm. No false alarm via the mop 


PADUA Hold-Up Alarm Corporation 
54 Seneca Street, Cohoes, N. Y. 


CREDITO ITALIANO 


Capital ..... .--Lire 500,000,000 
Lire 300,000,000 
Deposits (as of Dec. 31, 1929).Lire 7,659,000,000 


HEAD OFFICE: MILAN, ITALY 


112 Branches throughout Italy 


London Branch: .2 Royal Exchange Avenue E.C. 3. 
Representative Offices in Berlin, Paris and New 
York (67 Wall Street). 
Affiliated Banks: 
Banca Coloniale Di Credito (Asmara and Massaw) 
Banca Dalmata Di Sconto (Zara, Sebenico and 
Spalato) 
Banca Nazionale D’Albania 
Scutari, Corizza) 
Banca Unione Di Credito (Lugano and Chiasso) 
Banco Italo-Egiziano (Alexandria, Beni-Mazar, 
Beni-Suef, Cairo, Fayum, Mansura, etc.) 
Banque Italo-Francaise De Credit (Paris, Mar- 
seilles, Nice), Tunis and Grombalia (Tunis) 
Italian Bank of China (Tientsin and Shanghai) 


BETTER COIN TOOLS 
make 
BETTER COIM TELLERS 


Catalogue printed in 6 
colors describes these 
and other handy tools 
for the coin teller, and 
lists 400 dealers ready 


to serve you. 


(Durazzo, Tirana, 
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WHAT DO YOU THINK? 


et Being a more or less personal talk between the Epttor and the READER iy 


Old 


Currency 


Near Wilsonville, Massachusetts, accord- 
ing to newspaper dispatches, there was re- 
cently discovered on a farm with buildings 
of pre-Revolutionary construction, Colonial 
bank notes with a face value of about $50,- 
000. Most of them were on the Massa- 
chusetts Bay Colony, which at one state of 
its existence burned a lot of notes as a con- 
venient way of reducing problems of currency 
and credit. 

Whatever else it does, the finding of the 
currency of a régime that is passed, reminds 
us anew of the evanescent character of 
money, when the faith and the integrity of 


the men who were back of it passed. With 
their demise the money automatically re- 
turns to its commodity state, or in returning 
lingers awhile as relics. Caesar’s coins, now 
that Caesar has passed, are but antiques, 
upon which the passing world throws only 
a cursory glance. 
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They Don’t Want Real Money 


A rather astonishing item appeared 
recently in the news coming as a sort 
of anti-climax of the years of dis- 
cussion of the gold standard. A 
United States postoffice refused to 
accept gold coins in payment for 
money orders, and there were no “ex- 
tenuating circumstances,” according to 
the New York Times, by which the 
incident was reported as follows, in a 
special dispatch from Detroit: 


“Gold coins were refused today by a 
postal clerk in the money order department 
of the Detroit postofice when Elliott Levi- 
ness tendered three in payment of two 
money orders he wanted to buy. 

“When the gold was pushed back by the 
clerk with a request for currency Leviness 
protested. 

“Postmaster Charles C. Kellogg explained 
that the postoffice avoids taking gold when- 
ever possible. 

*“*Gold becomes worn and loses weight 
with passage from hand to hand,’ he pointed 
out. ‘We have no scales to weigh it. If it 
is short weight we are charged the difference.’ 

“Leviness’s gold was finally accepted by 
order of the postmaster.” 


This is a period when it is easy 
for a multitude of people to re- 
act favorably to thrift appeals. 
Those who can will save with less 
urging than they would have 
twelve months ago. The cam- 


paign for new accounts has some- 
thing to help it now that was not 
working a year ago today. 
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Labor Saving Machinery. and 
Wages 


The study by Franklyn Hobbs of the 
effect of labor saving machinery on wages, 
which appears elsewhere in this issue of the 
JouRNAL, tells us in exact terms what the 
introduction of labor saving machinery is 
doing to wages. 

His findings may upset the preconceived 
notions of some of us as to the depressing 
effect of machinery on wages; it may reveal 
to others that their belief that labor-saving 
machinery helped the worker was correct, 
but far too conservative. 

Whatever reaction the study may produce it 
should be remembered in these times when 
machinery—using the word in its broad- 
est sense—is invading every home, office, 
farm in increasing numbers, as it marches 
on in industry, is actually pushing men and 
women away from age-old occupations. 

And right here a nice question arises, 
though nobody’s answer is going to make 
any difference. 

That question is: Is there a limit to the 
use of machinery beyond which it will not 
be good for civilization to go? 

There are suggestions of the coming of 
an examination of this subject in such things 
as the radio nuisance, already found to be a 
destroyer of peace and happiness, as well as 
a joybringer; the Senatorial revolt against 
the automatic telephone ; the moving picture, 
grand and glorious in its way, but having 
an inimical influence on many young lives; 
the efforts to reduce naval armaments; the 
annual slaughter on the streets and high- 
ways which grows greater from year to year. 

We do not refer to those old gentlemen, 
now very rare, who will not have a telephone 
in their homes nor to that other, class who 
ride after horses and regard the motors as 
abominations, because it is quite possible that 
their eccentricities are just stubbornness, but 
we refer to the great mass of the civilized 
world who are keenly alive to what blessings 
machinery has conferred upon mankind, but 
have no suspicion that the use of machinery 
may also be capable of doing a bit against 
the best develonment of mankind. 

Open considerations along this line will 
come slowly and be long delayed because 
“Progress” and “Success” are favorite 
deities and severe and lasting penalties are 
imposed upon those who speak against them. 
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Local Phases 


No one reading the newspapers from day 
to day of outbreaks of disorder in various 
parts of the world can escape the suspicion 
that—like the economic phenomenon of 
falling price—there is a marked similarity 

In South America for illustration we read 
of the people being incensed against a presi. 
dent because there are not enough jobs to 
go around, though there is rarely a time 
anywhere in the world and in any age when 
under normal conditions there are enough 
jobs of the kind that men want to go around. 

Is there a common reason for any con- 
siderable amount of this disturbance in the 
far flung parts of the earth, or does it all 
“just” happen? As we read the cable dis. 


patches day by day there comes to mind a 
few sentences from Stoddard’s book “The 
Revolt Against Civilization” :— 


“We must recognize once and for all that 
Bolshevism is not a peculiar Russian phe- 
nomenon, but that it is merely the Muscovite 
manifestation of a movement which had 
formulated its philosophy and infected the 
whole civilized world before the beginning 
of the late war. 
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“To put forth the suggestion that the 
present distinction between savings and 
checking accounts be discontinued seems 
startling,” writes A. S. Butler, assistant 
cashier of the First National Bank in Green- 
wich, Connecticut. ‘However, all bankers 
are familiar with the savings account which 
is in reality a checking account and also 
with that checking account which is the 
delight of every banker’s heart—which 
leaves a substantial sum in a checking ac- 
count and draws practically no checks; and 
incidentally gets a nominal rate of interest 
above a certain amount of free balance, 
really less than it is entitled to particularly 
when measured with the majority of the 
other accounts, 

“What will no doubt be considered a 
radical departure would be that no stated 
rate of interest would be paid on deposits 
but that each account would receive what it 
actually earned above cost plus profit to the 
bank. The time now spent on figuring in- 
terest would be applied to the analysis o 
accounts. This would be done the month 
following the one under review. 

“This proposal seems revolutionary but 
such a change would put the whole question 
of banking service where it belongs and that 
is on a plane of exact knowledge and eff- 
ciency on the part of the banks. It is only 
another step forward from present methods 
which are in themselves revolutionary when 
compared with the practices of days past.” 
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The greatest bank in St. Louis in Capital and 
Surplus, plus the greatest in Deposits, plus 


the greatest in Service and Patronage. 


Remember these basic 

facts when considering 

making a change in your 
bank connections. 
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No other words better de- 
scribe the office that is Rem- 
ington Noiseless equipped 
than Kipling’s famous line. 
For tumult in any office is 
generally occasioned by the 
machine gun clatter of noisy 
typewriters. Everything else 
... everyone else ...to be 
heard must be noisy. The 
general din becomes deafening 
. .. a detriment to the devel- 
opment of business efficiency. 


But with the Noiseless all is 
different. The clatter of keys 
gives way to silent operation, 
scarcely audible within whis- 
pering distance of your desk, 


You do not need to war- 
whoop your wants to make 
them known. There is a rest- 
ful calm conducive to sounder 
thinking, more productive 
work. Nerves are steadier. 
Brains are readier. Business 
flows more smoothly. 


The lumultana the Shouting dies , 


And the advantages that the 
Remington Noiseless ‘Type- 
writer brings to the executive 
are matched by those it offers 
the operator. A touch that’s 
gentle. Action, that’s effort- 
less. Faster, smoother... it 
reduces errors and encourages 
orderly accomplishment 
throughout the day. 


Ask the local representative of 
Remington Rand for a Noise- 
less demonstration. Learn 
how easily office tumult can 
give waytotranquillity. Rem- 
ington Rand Business Service, 
Inc., Typewriter Division. 


-cemington _\oiseless —ypewriter 


It takes the Bedlam out of Business 
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